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PREFACE 


66 MERICA Faces the Future” was the challenging 
subject of the conferences sponsored by the 


Academy of Political Science at its Semi-Annual 
Meeting (sixty-first year), held at the Hotel Astor in New 
York City on April 16, 1941. None of the speakers interpreted 
the topic as a serious invitation to prophesy. They were con- 
tent to portray realistically the present position of the United 
States in these dark days of world conflict. Naturally there 
was much discussion of the national defense program — its 
progress and prospects. Through the reports of the experts 
there ran not only a note of confidence but also a warning that 
the task ahead is still greater than the accomplishment which 
lies behind us. We have willed our objective—the victory of 
the democracies. We have not yet willed the means of reach- 
ing that objective. Are we ready to use every method within 
our national power to insure a democratic victory? The answer 
to that question will determine, in ways now seen but darkly, 
the future that America faces. 

The Officers and Trustees of the Academy take this oppor- 
tunity to thank each speaker for his contribution to the con- 
ferences which are reported in these PROCEEDINGS. They 
represent in large part the gratifying results of the interest 
and effort of the Committee on Program and Arrangements: 
Alfred P. Sloan, Jr. (Chairman), Miss Ethel Warner (Direc- 
tor), Hanson W. Baldwin, W. Randolph Burgess, Nicholas 
Murray Butler, Frederic R. Coudert, Lewis W. Douglas, Leon 
Fraser, Pierre Jay, Nicholas Kelley, Thomas W. Lamont, 
Charles Merz, Wesley C. Mitchell, Shepard Morgan, William 
L. Ransom, David Sarnoff, George A. Sloan, Arthur Hays 
Sulzberger, Juan T. Trippe, Eliot Wadsworth, Leo Wolman, 
Owen D. Young. 
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PART I 


THE PACE OF PREPAREDNESS 


INTRODUCTION * 


WESLEY C. MITCHELL, Presiding 
Professor of Economics, Columbia University 
Director, National Bureau of Economic Research 
President of The Academy of Political Science 


ing in the sixty-first year of the Academy of Political 
Science. 

Our subject this morning, ‘“ The Pace of Preparedness ”’, is 
one the importance and pertinence of which require no 
elaboration. You have come to hear several distinguished 
gentlemen who are participating in the effort to push on pre- 
paredness. They bring a message of deep interest to us, of 
great significance to the country. 

I have the honor to introduce to you, Mr. John D. Biggers, 
of the Office of Production Management, who will speak on 
“ Getting into Quantity Production”. Mr. Biggers! 


Se is the opening session of the Semi-Annual Meet- 


* Opening remarks at the First Session of the Semi-Annual Meeting. 
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GETTING INTO QUANTITY PRODUCTION 


JOHN D. BIGGERS 
Director of Production of the Office of Production Management 


HAD some misgiving in coming here today from a pro- 
duction job to speak to so intelligent an audience; but 
one of my friends set me partially at ease by reminding 

me that Henry L. Mencken in reading the autobiography of 
Calvin Coolidge said that he always found autobiographies 
interesting, because the author was dealing with a subject with 
which he was thoroughly familiar, and in which he was in- 
tensely interested. I do believe that I am somewhat familiar 
with the subject on which I shall speak, and I am intensely 
interested in it. So that much is in your favor and mine. 

You asked me to speak to you this morning on the subject 
of “ Getting into Quantity Production”. A few months ago 
a discussion of this subject would have been of interest mainly 
to engineers. It would have dealt with tools, dies, jigs, fix- 
tures and industrial layouts. Although the phrase “ mass 
production’ has been a symbol of American industrial in- 
genuity for the past several decades, today that phrase has 
acquired new meaning, new interest, new significance, because 
everyone now associates it with the production of the imple- 
ments of modern war—planes, guns, tanks and even cargo 
vessels. 

You undoubtedly appreciate the great difference between the 
mass production of peace-time products and the mass produc- 
tion of these new and intricate weapons of defense or war, but 
the public does not fully realize what a tremendously difficult 
transition it is from one to the other. 

The important items in the defense program require extra- 
ordinarily high standards of quality and often involve compli- 
cated designs. Cost is not the primary factor. It is primarily 
for speed and quality that we strive. Quantities are established 
wholly by tactical considerations. Generally speaking, these 
quantities are not large in terms of peace-time products. To 
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be sure, we have to supply millions of uniforms, millions of 
rifles and billions of cartridges and shells; but when you come 
to the more critical and difficult items such as airplanes, tanks 
and cannon, your quantities are numbered in the thousands, 
and when you reach the very costly items such as ships, your 
submarines and destroyers are numbered in the hundreds, and 
battleships and cruisers by the score. 

Though the quantities seem relatively modest, the costs are 
correspondingly high. For example, a medium tank weighing 
26 tons costs in the neighborhood of fifty thousand dollars, a 
four-engine bomber around a quarter of a million dollars, and 
the biggest battleships in the neighborhood of one hundred 
million dollars. 

I am sure that you will readily appreciate that there is no 
valid unit comparison between simple, mass-production peace- 
time products and intricate items of military matériel which 
frequently require thousands of man-hours of skilled work. 
Whatever miracles may be achieved toward mass production 
of defense equipment, it will always be more difficult to turn 
out ten tanks than thousands of simple commercial products. 

One of the great mass producers of America has built a speci- 
ally designed and tooled tank arsenal which will start produc- 
tion next week. It is the first of its kind in the world. The 
plant and its equipment cost over 20 million dollars. Mass pro- 
duction in that plant means fourteen tanks a day on three shifts. 
To the layman that hardly sounds like quantity production, 
but the plant undoubtedly establishes a new high level in its 
field and, according to our best information, will turn out more 
tanks than any other plant in the world. I think these facts 
clearly indicate that in judging the magnitude of the defense 
program we cannot measure it in terms of units or quantities, 
but must think in terms of the complexity of its products and 
the tremendous dollar volume of the undertaking. 

In terms of dollar volume, the appropriations and contract 
authorizations for defense, together with various loan funds 
and supplemental estimates now before the Congress, total ap- 
proximately 44 billion dollars. This amounts, from the stand- 
point of magnitude and time, to the mightiest all-round 
program ever undertaken by any nation on earth. Mark the 
element of time! Perhaps Germany’s effort cost more, but it 
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was accomplished over a period of six to eight years rather 
than the two and one-half years we have allotted to ourselves, 

For the past ten months we have been going through the 
long and tedious period of designing, contracting and tooling 
up; of trying to provide the raw materials and power and 
transportation ; of training labor and getting ready in hundreds 
of ways for the mass production of many of these very special 
and difficult defense items. 

Throughout the country 784 new and special plants had to 
be built at a cost of $2,138,000,000 for buildings, tools and 
equipment. Many of these are completed; the remainder are 
nearing completion. 

The tooling of these plants is one of the great achievements 
in our industrial history. The demands upon the machine tool 
industry seemed insuperable, but that critical industry re- 
sponded magnificently, and its output of machine tools this year 
will exceed 700 million dollars in value—more than three times 
the maximum output of any World War year, or even of 1929. 
In spite of this achievement, machine tools are still our major 
problem—so great are the requirements of this ever-expanding 
program. 

This fact alone—the fact that no matter how splendid a job 
has been done, it is still impossible to produce enough new 
machine tools—emphasizes the pressing need of utilizing all of 
our existing facilities. There should not be a single critical 
machine tool idle in the nation today. At the present time 
there are many of them idle or in part-time use. We must 
remember that there are 768 hours in every week, and that these 
machine tools should work, as nearly as possible, every one of 
those hours, which of course includes Sunday. Shifts can be 
planned and staggered so that men receive adequate rest 
periods, but these machines must be made to work their 
maximum. 

There are many reasons why we must be—and are—aggres- 
sively engaged in spreading the work throughout the land, 
wherever men and machines are available. Not only does it 
lighten the burden on the builders of new machinery, but it 
takes the work to the machines and to the men who are there 
waiting for work. This approach has obvious economic and 
social benefits. It minimizes industrial dislocations that inevi- 
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tably follow a huge expansion of manufacturing facilities 
specially designed to do only one job and which, in large part, 
must almost surely become idle after the emergency passes. 
Moreover, it reduces the social disturbances involved in large- 
scale movements of workers from locality to locality. We re- 
member too well the headaches that occurred when this hap- 
pened during the last war. We are well aware of the dangerous 
inflationary tendencies when rents and food prices are shot 
skyward by overcrowding in certain areas. 

So we have established an organization with thirty-six field 
offices located in the commercial centers of the country, de- 
signed to aid and speed the “spread the work” movement. 
By bringing into full use the facilities of the smaller com- 
panies we not only achieve the beneficial results I have just 
mentioned, but we free the larger organizations with the more 
highly trained engineering and supervisory personnel to take 
on the most difficult tasks — tasks which will become heavier 
and heavier as the impact of new contracts arising out of new 
appropriations are felt on the industrial capacity of the nation. 

Most of the new plants and machine tools are required by 
the aircraft and ordnance programs. That is true, because 
other aspects of the program are more comparable to peace-time 
production, and therefore present a lesser problem. Consid- 
eration of the aircraft program clearly indicates its magnitude. 
All of us here are thoroughly familiar with the phenomenal 
growth of the automobile industry. In thirty years it had 
changed practically every aspect of our American life. It 
typifies mass production. In the space of those thirty years, 
from 1910 to 1940, the output of that great industry grew from 
$225,000,000 to $3,120,000,000—a gain of 1,234 per cent. 

Only a year and a half ago, the output of our aircraft in- 
dustry was $279,000,000—just slightly more than the value of 
automobile sales back in 1910. Next year the output of the 
aircraft industry must be increased to approximately $4,375,- 
000,000—a figure almost 50 per cent greater than the present 
value of automobile production. This is an increase of 1,471 
per cent in three short, critical and momentous years—a greater 
growth than the automobile industry achieved in thirty years. 

The magnitude of this undertaking makes it clear why my 
chief, Mr. Knudsen, with the approval of the armed services 


[261] 


x | 
eS. 
e 
d 
ds 
al 
d 
e } 
l 
| 


6 AMERICA FACES THE FUTURE [Vo.. XIX 


and the full and generous codperation of the aircraft industry, 
turned to experienced and efficient producers in the automobile 
and other industries for vital help in the aircraft program. 
This aircraft program is moving ahead amazingly well, but 
still we cannot be satisfied. It must move even faster. Be- 
tween last May and this April, plane production has almost 
trebled. Nevertheless, this current rate of production will 
have to be doubled long before the end of the year and even 
then the program demands that we keep on and on increasing 
month by month. 

Let me give you just a few examples of the complexity of 
modern aircraft. You may be surprised to learn that a two- 
engine medium bombing plane is made up of twenty thousand 
separate parts. Is it any wonder that here and there, from 
time to time, some manufacturer runs short of some part or 
some kind of raw material? 

Then you may be interested to know that the latest type of 
four-engine bomber carries eleven thousand gallons of gasoline. 
That is enough to drive a small automobile around the circum- 
ference of the earth six times. A railroad tank car has a capac- 
ity of only eight thousand gallons of gasoline, so you can get 
some idea of the gasoline load carried by one of our big bomb- 
ers if you will picture approximately one and one-half tank 
cars perched on the wings of the plane as it takes off from the 
ground. 

If the airplane program seems staggering, please consider 
for a moment the task before our country in the production 
of ordnance. Ordnance, as you know, includes guns, cannon, 
ammunition, bombs, tanks and all manner of combat vehicles. 

From a percentage standpoint, the expansion undertaken by 
the Ordnance Bureau of the War Department really runs on 
up into the stratosphere. This Bureau, during the past twenty 
years, had average appropriations of approximately $28,000,000 
a year. Now its appropriations have been stepped up to over 
$4,000,000,000—an increase of around 14,000 per cent. I do 
not believe any of us in the field of science or business can really 
visualize increasing anything 14,000 per cent. Perhaps stu- 
dents of natural history might make such claims for rabbits or 
guinea pigs, but so far as I know they constitute no important 
contribution to a defense program. 
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Obviously we have a long way to go before the ultimate of 
these two programs is attained, but ten days ago, after a care- 
ful study of plant and production progress to date, I testified 
before the Military Affairs Committee of the House that in 
my best judgment we were within one hundred days of the 
beginnings of real mass production. Ten of those days have 
passed and evidence of progress is multiplying. Yesterday, 
the great new Wright Engine Plant in Cincinnati began opera- 
tions. This is said to be the largest plant under one roof in the 
world. Next Wednesday I plan to be in Saginaw, Michigan, 
when the vast new machine-gun plant, built and equipped by 
General Motors, goes into operation. The following day, in 
Detroit, the Chrysler Tank Plant starts production. A few 
days later the third of America’s mammoth new powder plants 
built for the government by DuPont begins production of that 
vital product. 

Thus far we have dealt largely with the machinery of pro- 
duction. Obviously, results depend more on men than on 
machines. 

When asked by the Military Affairs Committee what I con- 
sidered the greatest obstacle in the way of defense production, 
many thought I would say, “ Strikes”, but I did not. I said, 
“ A lack of public understanding of the magnitude and urgency 
of our task.” That was and is my sincere belief. 

I said that I considered it our task to get the American 
people to understand that time is so precious that we should 
not waste a day or an hour. I said that work, sacrifice, un- 
selfishness and genuine national unity are necessary—in fact, 
vital—and that if everyone really understood the importance 
of national defense and the all-out effort it demands, selfish- 
ness and thoughtlessness would disappear and a spirit of patri- 
otic sacrifice would take their place. I am happy to say that 
in the few intervening days, a change for the better already 
seems apparent. 

Large and small manufacturers, big and little businesses, 
employer and worker, all seem to have a better realization of 
their place—their obligations in this program of defense. Yet, 
as we look ahead, we realize that we cannot afford to be satis- 
fied with the accomplishments of the past ten months. We 
know from the experience of those months that no sooner is 
one problem solved than a new problem arises. 
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Above all else, I do not want to leave with you the impres- 
sion that everything is going along well enough. No amount 
of progress can be considered as satisfactory. We must double, 
treble, multiply to the extreme limit of our human and material 
resources the effort we are now making. Only by pooling our 
common efforts in the preservation of our common safety can 
we hope to attain real success. Only by working as we have 
never worked before, as partners, can we achieve our goal. 

I close my remarks with two sentences I read recently in 
The Pageant of America—a book published nearly twenty 
years ago and written at a time when there was no thought 
of the crisis we face today: 

“ The history of America”, says the author, “ has been the 
story of the development of economic strength surpassing any 
in the world. The history of the future must be a chronicle 
of the use of that strength for good or evil on earth.” 


REMARKS BY THE CHAIRMAN 


CHAIRMAN MITCHELL: Our second paper, on “ Army Develop- 
ments in Preparedness’, will be presented by Major General Robert 
C. Richardson, Jr., of the United States Army, Director of the Bureau 
of Public Relations of the War Department. General Richardson! 
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ARMY DEVELOPMENTS IN PREPAREDNESS 


ROBERT C. RICHARDSON, JR. 


Major General, United States Army 
Director, Bureau of Public Relations, War Department 


the status of the military establishment last year with 

that of today, it seems almost incredible how far we 
have traveled along the road to preparedness. Instead of read- 
ing in the papers the usual reference to “the Army”, I note 
a growing tendency to refer to it more and more as “ our 
Army”. The use of that possessive pronoun reveals an im- 
portant change in popular sentiment. It may suggest to a 
political scientist the dangers involved in a change from ob- 
jective to subjective thinking. But it seems to be one of those 
happy trivia—the reference to “ our Army’”—that so often in 
the course of human events mark a great change in the men- 
tality of anation. The founders of our Constitution were very 
careful to safeguard our rights so that we should have no 
dominant military force in this country, but I think that if they 
could look down from above they would feel quite reassured 
and approve of the attitude of our people who have come to 
refer, with confidence and affection, to the land forces of the 
country as “our Army ”’. 

In order that you may appreciate the state of preparedness 
of the Army a backward glance is necessary ; your comprehen- 
sion will be enhanced if you have a background of the past 
twenty years. I propose, therefore, to discuss the Army along 
the following lines: the mobilization plans of the War Depart- 
ment for war; the dislocation of those plans by an unprece- 
dented and unforeseen mobilization of our man power in time 
of peace; the expansion which this mobilization involved; the 
humerous, gigantic problems that were presented to the War 
Department by this crisis ; the mental and physical preparation 
of the War Department to meet these problems; how they were 
met; and finally the status of preparedness as it exists today. 
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Shortly after the passage of the National Defense Act in 
1920, the War Department, visualizing that it might be called 
upon at any time to mobilize the man power of the nation, 
developed what was known as the Six Army Plan, under which 
there would be created, in time of emergency or mobilization 
for war, six field armies with all that that implies. It was 
proposed that we should have a Selective Service Act in order 
that we might procure the necessary personnel, and for three 
or four years the General Staff worked assiduously on that 
plan under the most trying conditions, computing the require- 
ments of six field armies, in men, armament, supplies and 
organizations. The calculations and computations were enor- 
mous. It was found after close examination of the plan that 
it was rather impracticable because it could not be realized 
in time of peace, for the reason that it was not possible to secure 
the necessary money to provide the war material and the war 
reserves. Therefore, under the régime of General MacArthur 
(1930-1935) that plan was modified to what was known as the 
Four Army Plan. 

Under the latter there would be created four field armies, 
instead of six. The calculations of the General Staff made 
over a period of several years, when completed, disclosed the 
fact that it would be necessary to maintain stocks of war 
materials and war reserves for approximately 1,000,000 men. 
But in time of peace, since very few people are interested in 
the military establishment, it was not possible to secure ade- 
quate public support. The officers nevertheless carried on, 
unsupported by public opinion and in the face of apathy of 
the country, constantly modifying the Four Army Plan. 

It was realized that because of the failure to obtain appropri- 
ations to stock war reserves, the plan could never be relied 
upon. But, in order that the War Department might have 
some troops available at any time in case of emergency, General 
Craig (1935-1939) caused to be developed what was known 
as the Protective Mobilization Plan, an important part of which 
was the initial protective force consisting of 400,000 men im- 
mediately ready for field service. Congress publicly com- 
mended General Craig for the practicability of his modified 
plans, as it was possible to secure appropriation for war 
materials for 400,000 men, whereas it was not feasible to do so 
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for a million men. Under this new conception of mobilization, 
the forces were destined to move immediately into the theater 
of operations, vacating Army posts, camps and stations, which, 
with the addition of a few cantonments, would then become 
available for the Selective Service Act men. 

As a rule the Army operates in the dark, a fact that the 
public should always keep in mind when making comparisons 
between the American General Staff and the German General 
Staff. The latter knows exactly and precisely what are the 
political objectives of its government. The American General 
Staff seldom knows what are the political objectives of its 
government. The German General Staff knows exactly the 
terrain over which it is going to fight. It knows every bridge, 
every river; and it has the most accurate maps, as its battles 
are fought in civilized and highly developed countries. It 
decides where it is going to fight. 

The American General Staff does not know where it is going 
to fight. The terrain over which the Army is to be used is 
totally unknown. The forces may be used in the Northeast or 
the Northwest, or the Southeast or the Southwest, and I need 
hardly say that lacking that essential information in advance 
makes it extremely difficult to build an organization that will 
meet every contingency. The American General Staff is 
obliged, therefore, to build an organization which is both 
adaptable and flexible to meet any demand that may be made 
upon it. The General Staff has always gone on the assumption 
that the Army of the United States would be used in America, 
and that the theater of operations for which we were planning 
would be somewhere on our own soil, because it operates on 
the theory that it is building an Army for defense and not for 
offense. 

Under the conception of the protective mobilization plan, 
our Army had ready 400,000 men to meet any attack that came 
to our shores. I would like to emphasize that point; it should 
be kept in mind when the criticism is made that the Army 
General Staff lacked definite plans. 

World War II, as it progressively developed, forced upon 
the government leaders a decision to expand and enlarge our 
Army as if the nation, though still at peace, were preparing for 
war. The mobilization plans for war, in consequence, had to 
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be modified to meet a peace-time mobilization, involving an 
entirely new and different set of conditions, particularly the 
necessity to provide shelter for all components of the Army, 
inasmuch as the troops were not going into a theater of 
operations. 

It should be understood that the War Department cannot 
act without the authority of Congress. The Staff is powerless 
to spend or obligate one penny without legal authority. Esti- 
mates were at once presented to Congress to meet the cost of 
the plan of the War Department to bring the National Guard 
into service for a year’s training and to augment the Regular 
Army and National Guard with the men procured through the 
Selective Service Act. It was not until September 9, 1940, if I 
recall correctly, that the money was appropriated and authoriza- 
tion given for the Selective Service Act. Toward the end of 
September authorization was given to bring the National Guard 
into the federal service for one year’s training. It was not, 
therefore, until September that the War Department was able 
to take definite action toward the realization of its plans. 
Immediately after Congress passed the legislation, the War 
Department swung into action and progressively has been 
bringing into the federal service not only the National Guard 
but the men from the Selective Service Act, in proportion as 
housing and equipment become available. 

Such is the background upon which the question of pre- 
paredness should be projected. When this occurred, what was 
the strength of our armed forces? The Regular Army con- 
sisted of 265,000 men, having been built up, from January 1940 
to August 1940, from 165,000 to 265,000. The National 
Guard, which was not yet in federal service, consisted of 
210,000 men. Scattered all over the country was a small 
reserve of enlisted men, called the Regular Army Enlisted 
Reserve Corps of approximately 35,000 men and approximately 
100,000 reserve officers. There were no organized reserves, 
except on paper, because the Army is not allowed legally to 
have them in time of peace. When it started expanding last 
summer the Army numbered fewer men than Yugoslavia was 
able to mobilize on a moment’s notice a few weeks ago. It 
could probably have been mobilized and put into all of the 
taxicabs in New York City. 
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When the War Department began its expansion, what was 
its goal? Since for years the Staff had been working on the 
problems of a Four Army Plan of four field armies, the goal 
was immediately set at 1,418,000 men which that plan approxi- 
mately involved. To meet this objective Congress has appro- 
priated money for an Army of 1,418,000 and has in addition 
provided funds for the critical items of equipment to raise our 
Army to 2,200,000. In spite of everything that has been given 
to other nations there is enough of the smaller equipment, rifles, 
machine guns, and so forth, to take care of a force greater than 
1,418,000 men. 

The Army was confronted immediately with the gigantic 
problems involved in providing shelter, clothing, equipment, 
arms for 1,418,000 men and, what is most important, the great 
problem of training. The War Department at once caused the 
situation to be surveyed. Camp sites were quickly selected. 
The watchword went out to the field commanders and to the 
constructing Quartermasters that speed—and more speed—was 
a paramount consideration. Everything humanly possible was 
done to make up for lost time, and so efficiently has the task 
been accomplished that I wish to pay tribute to the combination 
of the plans of the General Staff and the extraordinary organ- 
ization of American contractors and industry. To illustrate: 
I was in command of Fort Bliss, El Paso, Texas. I received 
orders that the 56th Cavalry Brigade, Texas National Guard, 
of a strength of 3,000 men would report to Fort Bliss on 
November 18. It was October 28. The contractors moved in 
on October 29 with their magnificent equipment and wonderful 
organization; they were given the layout of the camp, and on 
November 18 the first elements of the brigade from Houston, 
Texas, moved into that camp complete with tent floors, tent 
frames, gas-heating, tents screened, modern kitchens with 
modern equipment, plumbing, stables and baths. This gigantic 
task was accomplished between October 28 and November 
18. I wonder if any country in the world could equal that 
achievement! 

To meet the problems the Staff had basic plans. There were 
blueprints of all of the proposed buildings in the files of the 
Quartermaster General’s office whence they were extracted and 
sent to the contractors. The next problem that had to be met 
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was clothing. There was, of course, not sufficient clothing on 
hand for that vast force of 1,418,000 men, but there was enough 
in the depots, as part of the war reserves, to issue to the in- 
crements as they came to camp, so that there was no difficulty 
in meeting the clothing problem. Nor was there any difficulty 
in meeting the demands for small arms such as rifles and 
machine guns, except the requirements of the Garand rifle 
which is now coming into production. This weapon will soon 
be in the hands of all troops for which it is intended. 

I wish that everybody in this room could take a trip through 
our country and see the extraordinary, the almost fantastic, 
work that has been done in the construction of the cantonments 
and the induction of young men into the Army. I do not need 
to tell people of your intelligence what it means to house, equip, 
feed and train 1,418,000 men. Great cities had to be built 
with all of the facilities to which our civilians are accustomed. 
Fort Bragg, North Carolina, for example, was developed from 
a little garrison of possibly five thousand people to a city of 
70,000 men, all of whom are in camp there now living in 
comfort. This has been done without any disorder, with no 
confusion. 

The same applies to Fort Bliss, Texas. Last October the 
garrison consisted of 2,210 men. Today there are 27,000 men 
mobilized, all being fed, clothed, housed and trained under 
excellent living conditions. 

That story is repeated all over the country. At Fort Sam 
Houston and Camp Hulen, Texas, at Fort Riley, Kansas, and 
out on the west coast are these great cities of men which have 
been developed between the first of October and today. To 
those who have had the privilege of observing the work it is 
nothing short of a miracle. 

One day I invited the Commanding General of the Mexican 
Army at Juarez and the Governor of Chihuahua to go through 
the camp. We arrived unexpectedly at about five in the after- 
noon. We went into the tents. They were in perfect order. 
The beds were neatly made with the sheets pulled taut, trunk 
lockers under the bunks. It was a cold afternoon, and the 
tents were heated by little gas heaters. We went into the mess 
hall where supper was being prepared. There was an excellent 
menu, perhaps better than most of us have every day. The 
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cooks were in clean, white uniforms. General Quinones turned 
to me and said, ‘“ General, is this for soldiers?” I said, 
“Yes, General.” Then he saw the great philosophy back of 
it and he said: “All I can say is that you ought to have the 
most wonderful Army in the world. They ought to be so 
grateful!” I replied, “ That is just what I tell them.” And 
I bring it to your attention to let you know that never, I am 
sure, in the history of the world has any government or any 
people provided for its soldiery so magnificently, so generously, 
as have the American people. 

If you hear occasional grumblings, pay no attention to them, 
because the general level of the material and moral welfare of 
the soldiers is very high. Yesterday I was pleased to get in 
the mail a letter from a young man from Company B of the 
2nd Signal Battalion at Fort Monmouth, New Jersey, in which 
he said: 


I am so tired of hearing young Selectees grumble about their sur- 
roundings. I don’t know anything about the Army. I was apprehensive 
about entering, but when I arrived I was greeted with the greatest 
friendliness. The band was at the station to meet us. We were taken 
in, given excellent food and excellent accommodations. 

And I have found in the short period since my induction that most 
of the grumbling is done by boys whose families did not want them to 
go, and they entered with a chip on their shoulders. 


To these grumblers all that I can say is that it is poor realiza- 
tion of the duty which they owe to this Republic for all of the 
rights and privileges that they enjoy. 

To resume, I think that I have made it perfectly clear that 
the past planning of the General Staff is responsible for the 
ability of the Army to meet the problem so easily, without any 
chaos or confusion. But, fundamentally, credit is due mostly 
to the Army’s system of education which I shall sketch for you 
very briefly. 

Our Army has maintained for many years a complete, but 
little known, system of education. The public is familiar with 
the functions of the United States Military Academy at West 
Point which offers a four-year course leading to the degree of 
Bachelor of Science and a commission as second lieutenant in 
the Regular Army. The philosophy of West Point is not so 
much that it is an institution to turn out second lieutenants, 
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well versed in the technique of their profession, as it an institu. 
tion which takes young men at an early and impressionable age 
and eradicates from their minds all thought of parochialism 
and replaces it with love of country and a mental outlook that 
considers only the interest of the national government. Their 
point of view is so molded that their conduct shall be governed 
by their duty to their country and never by indulgence in 
expediency. But West Point is merely a small part of the 
Army’s whole school system. In each of the arms of our 
service there is a school offering postgraduate courses not only 
to our young commissioned officers but to enlisted men and non- 
commissioned officers as well. 

In effect, these are graduate schools, equipped not only to 
instruct in the more advanced subjects pertaining to the 
branches concerned, but also to conduct research and experi- 
mentation. They might be compared with graduate university 
courses leading to a master’s degree. The comparison is a 
fair one; the work requires equivalent prior training, is of the 
same length and general standard, and is open only to men 
who have had practical experience of some years with troops 
in the field. 

The next stage in the Army’s system of education is the 
Command and General Staff School which for some years has 
been located at Fort Leavenworth, Kansas. The courses offered 
here are of a far more advanced grade, and students ordinarily 
are chosen from among captains and majors in the Regular 
Army, the National Guard, and the Organized Reserves. The 
ground covered is very broad in range, and deals with the 
command of the largest tactical units, where problems related to 
the use of various arms of the service are involved. It may 
not be generally known that an important use is made of the 
methods of political and social science in the courses at Leaven- 
worth. Many of the students have already taken graduate 
degrees from universities throughout the country and are 
equipped to carry on extended original research. 

Carrying the analogy further, the graduate of the Command 
and General Staff School has done work which at least 
approaches in scope and character that customarily leading to 
the doctorate. Although published dissertations are not re- 
quired, each graduate does make a formal report based on 
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original research; and these reports have been an important 
part of our Army’s material for shaping new tactical and 
strategic plans. Similar in the level of its work is the Army 
Industrial College, in Washington, in which are many students 
who have taken graduate business courses at such institutions as 
Columbia and Harvard, before being assigned. The Army 
War College at Washington is normally attended by senior 
officers. Its work is still broader in scope, and covers all 
aspects of national defense. Its field is the art, as distinct from 
the science, of war. Much of its work is done by committees 
which proceed somewhat in the manner of seminars, collabo- 
rating on reports which deal with the broadest principles of 
modern warfare. 

Our Army maintains this highly organized system of schools 
for several reasons. One of the most important is the special 
nature of the problem which confronts the American Regular 
Army officer. He may work, and usually does, for a long 
period of years in relatively subordinate grades, without oppor- 
tunity even to see the larger tactical units in operation. In 
fact, in the past it has been impossible, because of the cost, for 
this country in peace times to muster as many men under arms 
as often take part in the annual maneuvers of some of the 
Balkan states. It is, therefore, necessary for the individual 
officer not only to perfect himself in .ue day-to-day problems 
of his command, but also to prepare himself for the enormously 
greater responsibilities which become his when a national 
emergency arises. In peace times our Army places an emphasis 
on the advanced training of the individual, and of the units 
at his command, far greater than is customary abroad. But 
for the same reason, when such an emergency does arise, it 
obviously becomes necessary to curtail the instructional facili- 
ties. Thus, at the present time, the regular courses at the 
special service schools and at Leavenworth have been shortened, 
and the operations of the Army War College have been 
suspended for the present. The result is a much larger number 
of men who will have had at least some of the advantages of 
this intensive training. Lest it be thought that the permanent 
standards of training are thereby reduced, it might be pointed 
out that the men currently undergoing this training will have a 
rather different application of their experience from that of 
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the officer in peace time. At the moment, recent graduates are 
being assigned to units in the field where they will have im- 
mediate use for the things which they are being taught at the 
schools. 

As regards our officers, by comparison with European armies 
—and I have served with the Italians for two years, with the 
French for four years, and have had an opportunity to observe 
the Belgians and the English—our Army has today as well- 
trained a group of officers, technically, professionally and 
tactically, as any army with which I have come into contact. 
When this emergency arose, the Army expanded its schools, 
revamped the courses, and sent reserve officers there for 
training. The main value of the schools is to train the young 
officer so that he goes to his command with confidence. 


Last fall I addressed a group of reserve officers at Fort 
Riley, Kansas. I said: 


In time of peace you came to the troops for two weeks’ training, and we 
appreciated that you gave up this time. We have patted you on the back 
for it, and have told you that you were very good. I think that some of 
you, perhaps, got the idea that you were better than you really are, 
because to become a good officer takes years. I still feel, after forty 
years’ service, very humble about my knowledge of this great pro- 
fession of arms. The more you know, the less you feel you know; and, 
therefore, I am going to put you in dungarees, and you are going to do 
everything that a soldier does—at least, for two or three weeks. Why? 
To instill in you confidence so that when you go to your commands 
and act as instructors for the new Army we are creating, you will not 
have that self-consciousness that may make you take refuge behind your 
shoulder straps or your bars. 


And so I made them put on dungarees, feed and water the 
horses, clean motors, go into the shops and repair motors and 
radios. Nearly every one of those men said to me afterward: 
“|’m just delighted. I go back to the regiment feeling that 
I really am a good lieutenant and that I have basic knowledge.” 

Turning now to the training of the Army, it should be 
appreciated that in order to expand the Regular Army from 
a force of 165,000 and to create many new units it was 
necessary to train additional cadres of non-commissioned 
officers and specialists within every unit of the Regular Army 
so that they could be detached from the parent organization to 
form the new organization. This process of splitting progres- 
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sively Regular Army units, in proportion as the draftees were 
accepted, naturally diluted the combat training standard of the 
Regular Army units. It was, therefore, necessary to pass 
immediately to the individual training phase of all units of the 
Army. If the individual is well trained in the fundamentals 
of a soldier it is not so difficult to build good platoons, troops, 
battalions and regiments. The organizations are, at the present 
time, passing out of the individual training phase into those of 
the higher echelons, and during the coming summer the train- 
ing will have been so far advanced that it will be possible to 
hold maneuvers of divisions, corps and armies. By September 
it should be possible to evaluate the state of combatant pre- 
paredness of our Army. 

In conclusion, it is not amiss to say to this distinguished 
group that the personnel which today composes the Army of 
the United States is one in which you may have complete 
confidence. There is no more devoted group of men serving 
a people than are the officers, non-commissioned officers and 
men of the Army. As a side light upon the type of devotion 
that exists among the enlisted men, I will relate, by way of 
illustration, an incident that came under my observation as 
recently as last week. 

Upon a visit to El] Paso to my former command, the First 
Cavalry Division, I called upon the officers and men of my 
old regiment, the Fifth Cavalry. It was a pleasure to renew 
acquaintance with the first sergeants. Among them was First 
Sergeant Moy who is completing this year thirty years of 
service which makes him eligible for retirement in December. 
One might think that at the close of his career he would be 
pardoned for lacking adolescent enthusiasm, but his first sen- 
tence to me was: “‘General, ccme and see how I have arranged 
the entrances to the tents and the saddle rooms.” His command 
was occupying a tent camp on the Texas plain where the wind 
and sand blow frequently. Sergeant Moy had salvaged a 
quantity of brick and lumber with which he had made brick 
entrances to the tents so that the mud would not be tracked 
within and he had likewise boarded the saddle rooms to keep 
out the wind and sand of the plain. His sense of duty, his 
enthusiasm and devotion to his work in an obscure part of the 
world beyond the limelight called forth my unbounded admira- 
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tion. Seeing that the saddle rooms had many cracks in the 
boarding, I said, “Sergeant, what you need is some wallboard 
or plywood to seal this room.” As none had been provided in 
the initial construction of the stables, I returned to my office, 
called up the Quartermaster and told him to send twenty-four 
pieces of plywood with my compliments to Sergeant Moy as a 
reward for, what I call, his civic virtue. 

To summarize, our Army is progressively expanding. It is 
being equipped as rapidly as industry is able to produce the 
arms and equipment; it is being trained with great intelligence 
and, I think, an intensity of purpose that is admirable, but at 
the present moment it is not yet prepared to go to war as the 
units are not sufficiently trained to engage in modern combat. 


REMARKS BY THE CHAIRMAN 


CHAIRMAN MITCHELL: Our third paper, ‘“ Defense in Two 
Oceans”, is to be given by Mr. George Fielding Eliot, former 
Major in the Military Intelligence Reserve of the United States 
Army, Radio Commentator, Military and Naval Correspondent of the 
New York Herald Tribune, author of a book many of us have read 
with high appreciation, The Ramparts We Watch. Mr. Eliot! 
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DEFENSE IN TWO OCEANS 


GEORGE FIELDING ELIOT 


Former Major, Military Intelligence Reserve, United States Army 
Radio Commentator 
Military and Naval Correspondent, New York Herald-Tribune 


Navy in place of the distinguished President of the 

General Board whose words of wisdom you will be de- 
prived of today, because of what General Richardson will 
recognize as the exigencies of the service. 

I shall do the best I can in his place, and I hope that you 
will not feel too disappointed, for Admiral Greenslade is really 
one of the great thinkers and scholars of our Navy, and would 
have given you a magnificent story of the Navy’s work and 
of its primary task—defense in two oceans. 

Just at the moment, the Navy comes first in the thoughts 
of those who are charged with the defense of this country, and 
with the execution of its policies in so far as these require the 
support of armed forces. 

The Army is making enormous strides in getting ready to 
do its task. It began, as General Richardson has told you, on 
a very small basis, and is expanding very rapidly and very 
widely. While this process is going on—it is not something 
that can be accomplished overnight—the Navy, beginning much 
more as a going concern, and expanding on a broader base to 
begin with, that is, with a less proportionate expansion, is 
perhaps more ready for immediate service. 

Even so it is not altogether as we would like to have it; it 
is not as large or as well equipped as it ought to be, but it is 
ready to serve in any part of the world the interests of the 
nation that it is created to serve. 

Now, the real meaning of sea power, when it is boiled down 
to its last essential, is not the fighting of great fleet actions or 
the bombardment of enemy fortresses from the sea, either with 
guns or with aircraft. The real basic purpose of sea power 


l is a rather difficult task for a civilian to speak about the 
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is that your rusty, salt-encrusted little merchant steamers shall 
be able to go back and forth upon their lawful missions, in 
time of peace as in war: in time of peace that your trade may 
be carried on and protected and fostered, that you may be able 
to carry on all the various types of maritime commerce which 
are necessary to you; in time of war that you may supply 
yourself, or supply such outpost positions and allies as you 
possess, and also that you may be able to make use of the great 
mobility which sea power confers upon you for military 
purposes. 

As an example of this take the present British position in 
the Mediterranean, which would be entirely hopeless if it were 
not for the British command of the sea, enabling them to bring 
the resources of their great Empire to reinforce what might be 
called the strategic arch of that Empire in the Middle East. 
It enables them to move troops, within the radius of action of 
their sea power, to any point where they may require them, 
subject only to the limitation in numbers of ships available for 
such purposes. Basic is the merchant steamer, or motor vessel, 
which epitomizes the meaning of sea power. 

In the more retricted sense, naval power consists of warships 
and of airplanes (for the airplane has come to stay as a part 
of sea power just as it is a part of land power, and must be 
taken into weighty consideration) and it also consists of bases 
from which these fleets of the sea and of the air may operate. 

The radius of all of these moving mechanical instruments 
of modern war is limited by their design and their fuel 
capacity, and in order to employ them you must have a base 
from which they can work, where they can be repaired and 
supplied and protected, where their crews can rest. This base 
must be within reach of your objective, or it must be so placed 
as to allow your forces to prevent an enemy from reaching an 
objective which you desire to protect. 

Mahan has defined the qualities of a base as being those of 
strength, position and resources. It must be strong enough 
to defend itself in the absence of the mobile force which de- 
pends upon it. The offensive employment of this force must 
be the primary consideration of its commander, and he cannot 
have proper freedom of action if he is worrying about the 
safety of his base, which, incidentally, shows the folly of 
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attempting to distinguish between offensive and defensive 
weapons, as has occasionally been attempted by some com- 
mentators on the subject. I was once challenged to show that 
an anti-aircraft gun could ever possibly be described as an 
offensive weapon. It defends a base from which a bombing 
airplane proceeds upon an offensive mission, and is just as 
necessary a part in the accomplishment of that mission as the 
gasoline in the tanks of the bomber. 

A base must have resources adequate to support the scale 
of effort which is expected to be developed from it, resources 
not only in material supplies but in labor and in equipment 
for making the type of repairs which are necessary. All 
these things are extremely important, far more so than 
they ever used ‘to be, because of the tremendous scale of 
mechanization of all types of fighting forces today. Consider 
Cavite, for example, where we have a small naval base that 
is wholly inadequate for support of the fleet, very largely be- 
cause it has no dry dock that would take a capital ship or an 
aircraft carrier. If operating in the Far East without benefit 
of the use of the Singapore base, such a vessel, when hit by a 
single torpedo, would have to be towed or proceed at slow 
speed, an easy target for enemy aircraft and submarines, all 
of the five thousand miles back to Pearl Harbor. 

A base must have a position adequate to the efficient use of 
the force which it is intended to support. If you are going 
to try, for example, to command the routes leading from 
Europe into the south Atlantic Ocean, as may be necessary 
for us to do at some time, you cannot do it from Puerto Rico, 
which is our nearest large and fully equipped base at this 
moment. That is, Puerto Rico will be fully equipped when 
the construction now being undertaken there is finished. You 
cannot even do it from Trinidad where we have arranged for 
an advance base with the British. We are still more than two 
thousand miles from the comparatively narrow seas between 
the shoulder of Brazil and the bulge of West Africa, and the 
operating radius of our fleet is only between two thousand 
and twenty-five hundred miles. You have to be much closer 
even than that in order to give your fleet length of time to 
remain in the crucial area. 
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The present distribution of the fleet as it now exists is what 
might in military terms be described as a position in readiness, 
The bulk of the striking force—all of the modern battleships, 
the greater part of the carriers and large cruisers, and a strong 
destroyer and submarine force—is based in the Pacific Ocean, 
partly at Pearl Harbor in Hawaii and partly in California, 
and moving back and forth in that general area of the eastern 
Pacific. 

This is a central position. From this position the fleet can 
move into the Caribbean Sea, through the Panama Canal, 
before any European force from any existing naval base could 
arrive in the eastern Caribbean. It could also move to waters 
in the western Pacific in a comparatively short space of time. 
It could probably—all factors considered—arrive at Singapore 
as quickly as the Japanese could. 

In the Asiatic fleet in the Far East, we have what might be 
called an outpost force, consisting of one heavy cruiser, two 
light cruisers, and a number of destroyers, submarines and 
patrol aircraft. Similarly in the Atlantic Ocean we have 
cruisers, destroyers and submarines, but there we also have 
three of our older battleships and two carriers, a rather 
stronger force because of the fact that in the Atlantic we are 
more directly interested at the moment, and have perhaps 
greater anxieties for the immediate future than we have in 
the Far East; but both areas are crucial areas. 

This is a correct strategic distribution in time of peace or 
as at present of anticipated possible conflict, because we do 
not know—not being gifted as prophets—exactly what respon- 
sibilities the fleet is going to be called upon to meet first. 

If we should be involved in conflict, either in the Far East 
or in the Atlantic, a different distribution would have to be 
made, and if we should be involved in conflict in both areas 
at the same time we would have to determine from the circum- 
stances then obtaining which was the main theater of opera- 
tions, concentrate our main forces there, and take the defensive 
in the other theater. 

In the Atlantic we have acquired from Great Britain a string 
of island bases which we have extended by our recent agree- 
ment with the Danish Minister for the defense of Greenland, 
and which may be further extended by arrangements with 
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Latin American states. These bases at the present time are, 
of course, in a state of development which does not permit of 
their full use as bases for the fleet. The Army is working 
industriously on them as well as the Navy, getting them ready 
for more efficient use. They would be of some value merely 
as points of support, and supplies can be quite quickly 
assembled, if necessary, in time of war. Also, repair ships 
and depot ships of various types can be set up as emergency 
repair bases which could take on a great deal of work. Our 
own big repair ships can do almost anything except perhaps 
repair a major underwater hit to a battleship or < shattered 
turret, or something of that sort. 

Well, the Navy with which we have to meet these responsi- 
bilities, I think I may say without any hesitation, is not only 
the strongest but the most efficient, the best trained, the best 
officered and the best manned Navy in the world. I have 
seen officers and men and ships of all of the foreign navies 
of consequence, except the Japanese, and I have tried to in- 
form myself from those who know about the Japanese. I have 
no hesitation in saying that our officers are better equipped 
professionally for their work than the officers of any other 
Navy, and as far as our enlisted men are concerned, there is 
simply no comparison at all. I have heard American officers 
say they would rather have a good American Chief Petty 
Officer than the average Lieutenant of foreign navies, in a 
pinch. That may be perhaps an overstatement, but I think 
we may assume that our naval personnel is going to be equal 
to any responsibility that is placed upon it. 

The problems with which the Navy may shortly be con- 
fronted are very serious ones. The question of a choice be- 
tween action in the Far East and action in the Atlantic is one 
of the gravest importance. It has to be made not by the 
Navy, but by those charged with the higher policy of the 
nation, and on the face of circumstances as they may develop; 
but it is the Navy which will have to implement that decision 
when it is made. 

Very probably the gravest immediate problem confronting 
the Navy is the question of keeping open the north Atlantic 
sea lanes to Great Britain. We are now engaged in a policy 
of supplying munitions of war to Britain, because it has been 
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decided that it is necessary in the interests of this Republic 
to keep the British war effort going. It is necessary, simply 
because of the hard, cold military fact that we are now con- 
fronted with the possibility that the nation which has become 
the master of the European continent by land may, if Britain 
goes down, have free access to the sea. 

That situation we have not been confronted with before in 
all the lifetime of this Republic, and it is a very serious military 
situation, one which we ought to do our utmost to prevent, 
not because we love the British, but because it is in our own 
interests. 

If we are going to have to undertake serious operations in 
the Atlantic, we ought to remember the boldness, the craft and 
vigor of the enemy against whom we should be moving, and 
remember that, after all, we must have a secure base from 
which to deliver any offensive moves that we may need to 
make, and that the easiest diversion which would occur to the 
German mind would be an incursion of some sort into the 
south Atlantic Ocean which can be prevented only by our 
control not only of the Atlantic Islands of Spain and Portugal, 
which do not afford very satisfactory base positions, but of 
positions on the west coast of Africa. 

Now, these are some of the considerations that must be kept 
in mind if we are going to do anything effective at all in the 
Atlantic. We simply cannot afford to undertake extensive 
operations there with a flank wide open to enemy attack. 

In the Pacific, the situation is again one of bases. If our 
operations are to be offensive in that area, they will initially 
consist, probably, of blockade, and that is a question of the 
positions at Singapore and the Dutch East Indies, and the 
interim positions afforded by the Australian continent which 
will enable our fleet to act effectively in the Far East, to close 
the principal avenues of Japanese communication with the 
outside world, and to impose upon the Japanese a very serious 
strategical risk if they desire to send out their fleet to correct 
a condition which their internal situation would probably not 
permit them to endure. 

Again, it is a question of bases, but here particularly a ques- 
tion of céordination with the other forces (British, Australian 
and Dutch) which are present, and which have similar in- 
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terests in the immediate checking of a Japanese thrust to the 
south. This codrdination has to take place in advance. We 
have seen what has just happened, due to a loss of a few days’ 
time in proper codrdination of plans between the Yugoslav 
General Staff and those of the British Middle East Command 
and the Greeks. We cannot afford to have that sort of thing 
happen to us when we have time for wise and prudent measures 
in advance. 

I have not time to tell much about the Navy’s building pro- 
gram which is going ahead much more rapidly than had been 
anticipated. I had the pleasure the other day of seeing the 
U.S.S. North Carolina, first battleship to be commissioned in 
our Navy since 1922, placed in commission almost six months 
ahead of schedule, and other Navy building is proceeding very 
much along the same line. 

Great advances on schedule are being everywhere made and 
the training program for enlisted men and officers is pro- 
ceeding satisfactorily. All this progress reflects the greatest 
credit on the able and efficient Secretary of the Navy, Colonel 
Frank Knox, and on Admiral Harold R. Stark who so ably 
fills the office of Chief of Naval Operations. 

At the same time there is considerable expansion in the 
Marine Corps which is the advance base and striking force 
of the Navy for the purpose of occupying such additional 
positions as it might require in war. 

In closing, I want to repeat one thing: Whatever responsi- 
bility may be laid upon it, whatever it may be required to 
do in the defense of this nation and the execution of national 
policy, the Navy will be there and will do its job. 


REMARKS BY THE CHAIRMAN 


CHAIRMAN MITCHELL: Our fourth paper, “ A Challenge to the 
American Shipbuilding Industry”, will be presented by one of the 
men who is laboring to meet this challenge, Mr. L. H. Korndorff, 
President of the Federal Shipbuilding & Dry Dock Company. Mr. 
Korndorff ! 
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A CHALLENGE TO THE AMERICAN 
SHIPBUILDING INDUSTRY 


L. H. KORNDORFF 
President, Federal Shipbuilding & Dry Dock Company 


NCE again in the world’s history it seems inevitable 
that the course of civilization will depend on the 


sufficiency of ships for the transportation of cargoes 
and supplies as well as for combatant purposes. Since hostili- 
ties commenced, merchant tonnage has been sunk at an average 
rate of about 290 thousand gross tons per month, and recent 
information indicates that losses are occurring currently at a 
much higher rate. 

Replacements by construction in the United States and in 
Great Britain of new tonnage since the war started have been 
at an average rate of about 100 thousand tons per month. In 
the meantime, Great Britain has apparently been able to carry 
on by diverting some of her ships to the most essential services 
and by acquiring more ships from other nations. It is obvious, 
however, that this process cannot continue forever, as the total 
supply of ships becomes less and the need for ships increases 
as the war develops and spreads. And further, it may be 
expected that sinkings will be increased as the weather becomes 
more favorable for submarines and aerial warfare, unless some 
more effective means of protection for the movements of 
merchant ships are adopted. 

Acknowledging the seriousness of the need for ships, and 
before reviewing the challenge to the shipbuilding industry of 
providing such needed ships, we must note certain fundamental 
characteristics of the shipbuilding business that are pertinent 
to an intelligent understanding of the problems before the 
industry. 

The first of these is an appreciation of the vast amount of 
paper work involved before the actual construction of a ship 
can bestarted. This work includes the preparation of a master 
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schedule to cover plans, purchase of material, and the erection 
and installation of every part of the vessel. Then come the 
preparation of the plans, or the assembly of the plans if they 
are acquired from another contractor, the purchase of the 
material, and the planning of the work of receipt and erection. 
Approximately 600 plans are necessary for the construction of 
a merchant ship and about 1,600 for a destroyer. Ordinarily, 
this preliminary work requires three to four months before 
keels can be laid. The success and speed of shipbuilding are 
controlled largely by the thoroughness with which this pre- 
liminary work is done. 

Secondly, there is labor. The ratio of labor to total cost is 
very high relative to most other industries. It runs from 30 
to 50 per cent, depending on the type of ship and the amount 
of machinery and equipment built in the shipyards. Twenty 
basic trades are involved in a progressive operation on the con- 
struction of a ship. Therefore, the codrdination of operations 
so that men are available by trades in proper sequence is of 
great importance to speed. It is because of the use of so many 
trades in this industry that shipyards have been more successful 
when they are located in good labor markets, where specialists 
in the various trades are most likely to be obtained. 

Thirdly, the shipbuilding industry is not a self-contained 
business in any sense. Such allied industries as engine build- 
ers, boiler makers, pump manufacturers, electrical manu- 
facturers, and makers of miscellaneous equipment for galley, 
navigation, etc. contribute a very large part to the cost of a 
ship. Those items, including plain material such as steel for 
the hull structure, piping, etc., aggregate in value about 40 
per cent of the cost of the ship. All of this material must be 
purchased carefully and received in time to meet the overall 
construction schedules. 

Fourthly, there is an irreducible limit of time in which ships 
of a given type can be built, come what may. There are just 
so many items of machinery and equipment required for a ship 
whether it is a 10-knot ship or an 18-knot ship, and it is inter- 
esting to note that the hours of shipbuilding labor are nearly 
as many for the simplest cargo boat as for the modern cargo 
ship with much higher priced and more efficient machinery and 
equipment. 
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Because of its tremendous importance to our national 
welfare, we have been asked, “ What is the condition of the 
shipbuilding industry in this country, and is it alert to its 
responsibilities?” The answer to these national questions is 
that at no time in its history has the shipbuilding industry, as 
a whole, been in a better position to serve the country efficiently 
than it is today. 

When the current program was initiated in July 1940, there 
were eighteen privately owned yards building ships—more than 
at any time since the last war. Furthermore, these yards were 
more efficiently organized and equipped as a result of the naval 
shipbuilding program, which began in 1933 after a practical 
cessation for many years, and as a further result of the 
merchant marine program which was started by the United 
States Maritime Commission in 1938. As events have turned 
out, it was most fortunate that these programs were started 
when they were, because they enabled all of the shipbuilding 
companies to build up their organizations and to improve their 
facilities. It is interesting to note that in April 1933 there 
was not one merchant ship on the shipways of the United 
States. 

The very fact that private shipyards have increased their 
forces by 500 per cent in a little over one year indicates that 
they had a pretty substantial foundation on which to make such 
expansion. As a result of these programs, the technique of 
shipbuilding in this country has improved materially. The 
adaptation of welding to shipbuilding will facilitate the present 
program very much, as compared with riveting used exclusively 
in the construction of ships during the last war. 

The development and use of higher efficiency steam 
machinery in both merchant and naval vessels have proved 
highly beneficial, not only from the standpoint of building but 
from the standpoint of operating efficiency. This is particu- 
larly important on naval vessels where the cruising radius has 
been increased materially for the same amount of fuel. 

Another development in the construction of ships in this 
country has been the greater use of the assembly method 
whereby large segments of the ship are assembled on the 
ground, thereby simplifying construction and reducing build- 
ing time on the ways. In this connection, I would like to 
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explain that we are building ships today in fifty- and sixty- 
ton sections in a shop, conveying them to the shipways and 
erecting them in one piece instead of piece by piece, as we 
usually did in the past. 

With regard to the alertness of the industry to recognize 
its responsibility in the present emergency, I would summarize 
the situation briefly. 

In the first place, the industry is engaged on the most exten- 
sive program of shipbuilding ever undertaken in this or any 
other country in the time allotted for its completion. The 
program will include eventually approximately 850 merchant 
ships aggregating about 5 million gross tons and 980 naval 
vessels of 242 million displacement tons. The aggregate 
value of the work, including armament and shipbuilding facili- 
ties for government vessels, will approximate close to I0 
billions of dollars, which, so far as I know, constitutes the 
largest single item in the defense and lend-lease programs. 
The bulk of the merchant tonnage is scheduled for completion 
by the end of 1943 and the delivery of the naval tonnage is 
spread over five years, with a large part of the smaller units 
such as destroyers, submarines, etc. for delivery before early 
1944. 

The merchant ship program includes duplicates of highly 
efficient high speed cargo ships and tankers previously built 
under the Maritime Commission’s long-range program for use 
as auxiliaries during the emergency and for the development 
of a permanent merchant marine when world events again 
become normal. In addition, there are the emergency freight- 
ers for use by the British and a small number of tankers and 
freighters for private owners. 

The naval program includes all types of ships from great 
battleships and cruisers, with their complements of destroyers, 
submarines and tenders, to the small harbor and coastal craft. 

Secondly, existing yards have been expanded to the limits 
of their capacities and additional yards are being opened for 
the emergency programs with a result that there will be ulti- 
mately 42 shipbuilding yards with a total of about 350 ship- 
ways. Incidentally, I want to say that the shipways are not 
the bottlenecks so far as ships are concerned. I want to make 
that plain. I think that the public generally is misled as to 
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the number of shipways. That does not determine the number 
of ships we are going to have built. 

Thirdly, training courses have been established in all the 
yards supplementing their regular long-term apprentice 
courses. The effective results of these activities are demon- 
strated by the 500 per cent increase which the yards have 
already made in the number of employees. Actually, today, 
there are more supervisors in the shipbuilding industry than 
there were total employees up to a few years ago. 

Fourthly, overtime and shift work are now being employed 
wherever practicable, and new methods have been adopted 
whereby certain trades are working continuously around the 
clock. It is not possible to have three even shifts in the ship- 
building business. You cannot run the business that way. 

In the fifth place, as a result of the improvements in methods, 
together with overtime and shift work, the actual construction 
of vessels has been reduced materially. Modern 16-knot cargo 
ships are being built in five and six months today, as com- 
pared with seven to ten months for simple 10-knot ships built 
during the last war. Likewise the naval ships, with all of 
their modern complexities, are being built today in shorter 
time. I should like to give you more information about that, 
but it is not politic to give it. 

The program ahead of the industry must be considered 
colossal. Witness the 9 to 10 billions of dollars of shipbuild- 
ing today, which includes 7 billions for the United States 
Navy’s ships alone, as compared with 3 billions for merchant 
ships and 2 billions for the Navy in the last World War. In- 
cidentally, a very large part of the last war’s shipbuilding pro- 
gram was built after the Armistice. I want to say as one in- 
dividual in the shipbuilding industry that we hope to avoid 
that mistake this time, and we want our energies concentrated 
on the ships that can be gotten quickly and will do the most 
good. The present program involves approximately one 
million man-years of labor, or many times the shipyard labor 
load during the last war. And that islow. I made the figures, 
and they really are a million and a quarter, but I did not have 
the heart to put them in the paper. I do not think you can 
grasp a million any more than I can, or any more readily 
than you can grasp a million and a quarter. The problems 
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confronting the industry are unprecedented and they must be 
faced frankly to avoid any disappointments which might affect 
vitally the outcome of the war. These problems and certain 
suggestions for their solution in the order of their importance 
are as follows: 


1, Labor. 

(a) The industry will be required to increase its present 
force by 200 to 300 thousand men. Considering the demands 
of the other defense industries for labor and the men called for 
military services, it seems not unlikely that there will be a 
definite shortage of labor, which may require some allocation 
of man power. 

(b) The attitude of labor is not too healthy and merits 
special consideration. Increased organizational activities are 
discouraging discipline, which in turn prevents the maximum 
production for the facilities available, and there are certain key 
trades which are already highly organized that appear to be 
limiting production, thereby affecting overall production of 
the shipyards. 

(c) During the emergency, all plants should be put on a 
48-hour week by legislation and no overtime should be paid 
unless a man has worked over 48 hours in any week. This is 
to discourage men working at overtime pay and then laying 
off during straight time days. Incidentally, shipbuilding labor 
is being paid the highest rates in the durable industries, and 
with present overtime, earnings average about $46 per week, 
with many skilled men making over $60 per week. 


2. Materials and Tools. 


Considering the urgency of demands for ships, and their 
large proportion of the total national defense program, it 
does appear that the highest possible priority rating should be 
established for shipbuilding industries until such time as they 
get up to their production schedules. Indications are that the 
shipyards will be able to receive and install machinery and 
equipment much faster than they can be supplied at present. 


3. Shipyards and Contracts. 


Continued great care should be taken in locating new ship- 
yards so as to avoid further dilution of the supply of ex- 


[289] 


er | 
he | 
ce | 
n- 

| 
ad 
S, 
x0 
of | 

d 
25 

e 
| 

|| 


34 AMERICA FACES THE FUTURE (VoL. XIX 


perienced supervisors and labor to the point where the effective. 
ness of yards already in production will be impaired. All 
contract negotiations should be concluded promptly, and on an 
entirely fair and equitable basis on the following principles; 

(a) that the first essential is to get the ships built, 

(b) that the hazards of future contracts are uncertain and 

great, and 
(c) that any unreasonable profit will be leveled off by the 
taxes we will all have to pay ultimately. 


In closing, I would summarize my remarks as follows: first, 
to acknowledge the great need for ships, as reflected by figures 
of losses and new construction ; second, to outline certain funda- 
mental characteristics about the shipbuilding industry which 
are essential to an understanding of the situation; third, to 
review what the industry has already done to meet the situ- 
ation; and fourth, to outline in a general way the major 
problems that are confronting the industry. 

In conclusion, I would like to leave with you this under- 
standing of the situation. 

First, the Navy Department and the United States Maritime 
Commission have done a tremendous job extraordinarily well 
in awarding the contracts they have for ships and shipbuilding 
facilities in view of the many problems involved. In addition, 
these departments of the government have shown splendid 
foresight and energy in pushing their programs. 

Secondly, the load of the shipbuilding industry has been a 
pyramiding one as to volume which has resulted in super- 
imposing additional work on an already overloaded industry. 
I say a “ pyramiding load” because first we had the regular 
naval program last year, then an II per cent addition to the 
Navy. One month later we had the 70 per cent addition to the 
Navy, or so-called two-ocean-navy program. Then we had a 
one-year merchant marine program, then a two-year, and then 
we had a demand for 200 ugly ducklings, and finally 212 more 
merchant ships were added. In addition, the picture has 
changed from time to time as to the types of ships most urgently 
required ; this has resulted in the changing of objectives of an 
industry working under high pressure. 

There has not been an opportunity to sit down and plan a 
program in advance. I do not criticize anyone because it has 
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been a developing situation. Nevertheless, the fact still re- 
mains that it has not been possible under the circumstances to 
arrange a planned program that would encompass the chang- 
ing requirements. 

In view of the changing conditions that have to be met and 
other problems confronting the industry which have been out- 
lined, it might be advisable for the government to reappraise 
the shipbuilding ability of the country so as to be assured that 
it is being used in the most effective manner to produce the 
greatest number of the most essential types of ships in the 
least possible time. 

It may develop as a result of such reappraisal that it can be 
shown that energy is now being exerted on types of ships which 
cannot possibly be delivered before 1944 or 1945, which energy 
might better be expended on ships which could be made avail- 
able in 1942 and 1943, if diverted promptly. 

This overall situation, affecting as it does not only the ship- 
building industry, but the many industries that are supplying 
machinery and equipment for these ships, is a matter that can 
be handled only by those in our government responsible for 
fundamental policies. 

I am sure that I speak for the entire shipbuilding industry 
when I say that its sincere desire is to answer effectively and 
efficiently the resounding call for ships, ships and more ships. 


REMARKS 


CHAIRMAN MITCHELL: The last of the prepared papers, “ The 
United States as an Arsenal of Democracy”, will be presented by 
Mr. Whitney H. Shepardson, Director and Treasurer of the Council 
on Foreign Relations. Mr. Shepardson! 

Mr. SHEPARDSON: Yesterday at an important press conference it 
was said that “ more printer’s ink had been used on the subject [of 
convoys] by people who knew nothing about it than on any other 
Matter within the speaker’s memory.” There is some mention of the 
subject in the paper which I hold in my hand. I confess that it 
suddenly feels heavy with imputation. Nevertheless it has been writ- 
ten after study and inquiry, and with your indulgence, I shall read it! 
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THE UNITED STATES AS AN ARSENAL 
OF DEMOCRACY 


WHITNEY H. SHEPARDSON 
Director and Treasurer, Council on Foreign Relations 


| nae since September 27, 1940, the date of the ten-year 


political, economic and military alliance between Ger. 

many, Italy and Japan, the United States has been 
engaged in a conflict—short of war—on two fronts, the Atlantic 
and the Pacific. 

This conflict springs from opposing views as to the rile 
which the United States shall play in the second World War, 
and in the world of the future. On their part, the three Axis 
Powers have entered into a pact designed to immobilize the 
United States by open threats, so as to give Germany time to 
fasten her “ new order” on the European continent, consoli- 
dating it by the defeat of Britain; and to give Japan time to 
extend her own new world order over what she chooses to call 
Greater East Asia, consolidating it by the nullification of the 
Chinese state. 

The American reaction to these thinly veiled threats of war 
on two fronts was stated by President Roosevelt in his speech 
at Dayton, Ohio, on October 12, 1940 toward the end of his 
campaign for reélection. He not only rejected what he called 
“any doctrine of appeasement ”’, but added with emphasis that 
“no combination of dictator countries of Europe or Asia will 
stop the help we are giving to almost the last free people now 
holding them at bay.” He described the American effort as 
one to defend “the whole hemisphere”, and added that in 
speaking of the Western Hemisphere “ we include the right 
to the peaceful use of the Atlantic Ocean and of the Pacific 
Ocean.” This pronouncement was acclaimed all over the 
United States. There is no step which the President has taken 
from that day to this which cannot be found within the frame- 
work of his then approved Dayton speech. It might well be 
read again by those who charge him with being unfaithful to 
his campaign promises. 
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In his radio talk of December 29 Mr. Roosevelt expanded 
and reinforced his first answer to the Axis challenge. He 
spoke of the Nazi purpose “to enslave the whole of Europe 

, and to use the resources of Europe to dominate the rest 
of the world.” He charged that Japan and Italy were also 
partners in this epic conspiracy. He stated the situation of the 
United States as he saw it: “‘ Never before since Jamestown 
and Plymouth Rock has our American civilization been in such 
danger as now.” He paid tribute to Britain, Greece and China 
for their fight against forces which are hostile to our way of 
life, and he promised that in that fight the United States would 
be “the great arsenal of democracy.” 

This radio address of December 29, delivered to the Amer- 
ican people and broadcast to all continents, is a state paper of 
the highest importance. It is comprehensive in its view of the 
world situation, specific as to dangers to the safety and future 
of the United States, graphic and bitter in its denunciation of 
the Nazi régime, and uncompromising in its response to Axis 
threats. If this speech had been written to be delivered before 
a joint session of Congress requesting a declaration of war on 
Germany it would have been difficult to make it stronger or 
more complete as a justification of action to be taken. Yet, 
instead, the conclusion was this: that there will be “ no bottle- 
necks in our determination to aid Great Britain” and that 
“we must be the great arsenal of democracy.” 

Now since we are dealing with a document fundamental to 
American policy at a moment without parallel in gravity since 
colonial days, it is important to examine that document and to 
understand its implications for us as best we can. It is pos- 
sible, of course, to think of the United States as an arsenal of 
production for defense only, piling up armaments against the 
day when we find ourselves alone as a democracy in a hostile 
totalitarian world, determined (as some would have it) to pre- 
serve this country as a haven in which democracy can survive 
and venture forth again when peoples elsewhere realize what 
they have lost and wish to have it back. 

If this were our strongest determination (which it most cer- 
tainly is not) then the two-front Axis would already have won 
a bloodless victory in their conflict with us. These gentry have 
no serious present concern about the production program or 
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the production achievement of this country. They can and 
do carry on sabotage activities, agitate labor, hypnotize man. 
agement and engage in “ fifth column ” work—not extensively 
yet, but here and there in spots. Fundamentally, however, 
they do not care whether we spend thirty billion dollars, build 
a fleet of 50,000 military planes, launch 900 cargo ships, or 
begin to construct a two-ocean navy — provided this mass of 
material is reserved for the defense of the United States or of 
the Western Hemisphere. Their present policy, as they have 
made clear, is the immobilization of American effort with 
regard to the wars now raging in Europe and in Asia. 

The President does not propose, and the country behind him 
does not propose, to build and hoard that kind of an immobil- 
ized arsenal of democracy. We have so asserted over and over 
again—and we have so acted more than once—by amending 
the neutrality act, by the destroyer-naval base deal, and by the 
lend-lease act. Nevertheless the doctrine of the all-important 
continental fortress has been put forward before, and if things 
go worse with England it will be put forward again. It is 
appropriate, therefore, to remind ourselves that any American 
citizen (however patriotic his motive) who maintains that the 
United States should pursue a policy of strict isolation or 
limit itself to a waiting defense of the Western Hemisphere is 
advocating a course of action which the totalitarian Powers 
desire above all else to insure. He is, in practical effect, join- 
ing his efforts to those of Germany, Italy and Japan as adver- 
tised in their tripartite alliance of last September. 

Such, however, is not our determination (to use the Presi- 
dent’s word). We have decided that it is more to our interest, 
at this juncture in affairs, to let our friends have a large part 
of the war material which we would otherwise keep in our 
own hands. We have gone further; and by recent legislation 
we have arranged things so that the British and others whose 
defense is deemed essential to the defense of the United States 
can acquire title to American-made war equipment without 
present payment, or they can lease it. Thus in a practical way 
we have given them easier access to the arsenal. But, while 
this legislation was being debated, the situation suggested, and 
events since that time have confirmed, first, that such help is 
real help only if the material can be transported to the scene 


[294] 


| 


No. 3] UNITED STATES AS AN ARSENAL 39 


of action ; second, that the ability so to transport it has become 
impaired to the danger point. Today it seems to be held in 
some responsible quarters that the impairment can be remedied 
(and even then not fully) only by employing American mer- 
chant ships for transport, whether operated by American or 
British crews, and by employing American naval vessels for 
protection, whether manned by the British or ourselves. 

Here we are, therefore, face to face with a decision which 
we have long been dreading. The question of the employment 
of our merchant vessels has not troubled us so much, since these 
can be acquired from private operators by the government, 
leased to the British, and used by them in the war zone without 
risking the lives of American seamen, and without too great 
damage to our system of domestic defense in case they are lost. 
But the question of the use of American naval vessels on con- 
voy duty is another and more serious matter, the dilemma 
being this: that if they are turned over to the British, valuable 
time will go by while the new crews learn to operate them; 
furthermore these vessels may be lost to us forever if Britain 
goes under. If, on the other hand, they should be operated 
by our own crews and should be fired upon, such an incident 
might lead us into war. 

This possibility cannot be dismissed lightly. Nevertheless, 
an incident of that kind is not in itself a cause for war, nor 
even the occasion for more extended shooting, unless one of 
the two affected governments decides to construct a policy on it. 
As for Hitler, it has often been said, but cannot be said too 
often, that he will wage war against the United States when 
he considers it advantageous to do so, but that he will refrain 
so long as he considers it disadvantageous. This is not mere 
wishful thinking. It is an estimate of the probabilities, based 
on history. And here it is suitable to speak of Belgium. 
When that unfortunate country was invaded on May 10, 1940, 
its government was presented with Germany’s formal justifica- 
tion for a military action which was to ravage the country 
worse in three weeks’ time than it was ravaged during the 
whole of the first World War. Herr von Ribbentrop stated 
the Nazi case: the Reich considered itself warranted in attack- 
ing Belgium because Belgium had built fortifications facing 
eastward ; furthermore, she had made such a disposition of her 
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military forces as to suggest that she regarded Germany as 
her enemy. 

By this official yardstick, when did the United States become 
the enemy of the Third Reich? Was it when we voted our 
first large increase in military and naval appropriations, a few 
years back? Or when we more recently began to make up for 
a deplorable lack of anti-aircraft guns for the protection of the 
eastern seaboard? Compare the size of our defense prepara- 
tions with those of Belgium. Take the torrent of denunciation 
directed at the Nazi régime by American officials, and compare 
it with the cautious punctilio of every Belgian representation 
to Germany up to the moment when she was ripped into. 
Hitler already has in his files many good Nazi reasons for en- 
gaging us in war, but he has not yet done so; and it is highly 
doubtful, considering home opinion, that he would find it ex- 
pedient to do so if our naval vessels were to convoy ships across 
the Atlantic. 

Our government, too, is capable of following the line of ex- 
pediency. There would be no compulsion on it to formalize 
war from the fact of the loss of a destroyer on convoy duty. 
And probably, in view of opinion throughout the country, there 
would not be home pressure on it to do so. The conventional 
gambits for opening the game of war are outmoded. That 
much the totalitarians have taught us. They have taught us 
other things, too. We have learned, for example, from the 
recent Spanish civil war, that a government can successfully 
assert that its alleged destroyer could not possibly have been on 
the alleged scene of the alleged action, since the government 
itself has subscribed to the principle of non-intervention ! 

One thing is real and sure: today in Washington the risk 
of war if our ships are sent on convoy duty is being grimly 
weighed against the risk we take if they are not sent. If it is 
believed in the highest quarters (as it has so often and so pas- 
sionately been asserted) that the survival of Britain is essential 
to our national safety, and if our authorities believe that she 
cannot survive unless she can receive a vast and increasing 
supply of war materials from this side of the Atlantic, and if 
such a supply cannot be insured unless cargo vessels are con- 
voyed by American destroyers—then the obvious conclusion is 
being weighed against the obvious possible risk of war. 
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The decision is a grave one to make, either way. Neverthe- 
less, it must be made quickly. To deliberate is to do nothing 
meanwhile. To deliberate is to decide against, for the time 
being; and that is the practical effect of the weighing process 
so long as it goes on in the mind of the President, or in the 
Cabinet, or in Congress. A week more of weighing, and the 
situation will probably be worse by a hundred and twenty-five 
thousand tons of Allied shipping sunk or disabled. A month 
of debate in Congress, and the possibility of our being an 
effective arsenal of democracy will be less by half a million 
tons. If the argument should be extended into two months of 
discussion either by a Senate filibuster or by taking the issue 
to the country, or by both, recent experience tells us that dur- 
ing this period the Germans will be able to put out of commis- 
sion tonnage equal to all the tonnage that British shipyards 
hope to launch during the calendar year of 1941. We have 
already seen effective action delayed during the months of a 
Presidential campaign; we have seen it delayed again for 
weeks while the issue of the lend-lease bill was fought out in 
Congress. If action is a third time delayed in deference to 
the extreme demands of the democratic process, so that the 
issue of convoy can be fully debated, it is more than likely that 
our effort, even if we then decide to make it, will go down to 
the grave inscribed like many other recent ineffective demo- 
cratic efforts—“ too little and too late”’. 

If, on the other hand, we decide not to send our naval vessels 
across the Atlantic on convoy duty, we can probably avoid war 
in the near future. There are two reasons why this would seem 
to be so: first, because we will have yielded, for the present, 
to the two-front Axis threat, and that should satisfy them until 
they complete their present undertakings. Second, because, if 
we make this decision, the war in Europe is likely to be over 
soon thereafter. For the British government and people will 
have to choose between fighting on alone into an indefinite 
future with insufficient arms, or of making the best terms they 
can with a victorious Nazi Germany. If we should take the 
negative decision it is desirable that it be communicated to the 
British government quickly. 

And after that: that is to say for the then unexpired period 
of the ten years of the new tripartite Axis alliance? Shrewd 
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heads in Germany and Japan are capable of calculating that 
with Great Britain conquered and Germany the potential 
master of the Atlantic, the United States standing alone in a 
totalitarian world will not dare to risk a fight which she was 
unwilling to risk in limited partnership with Britain. Such 
shrewd heads can reckon that this country of ours, which would 
not take risks to defend its interest in the territory south of 
the bulge of Brazil when we have the benefit of the help of 
British sea power, will hardly defend it when standing alone. 
For Germany and Japan will be riding on the crest of tran- 
scendent victories such as the world in all its history has rarely 
seen. And they will appear to be clothed with invincibility. 
So we would become, not so much an arsenal, but an island 
of democracy, surrounded not only by water, but by the long 
arms of a pincers movement, designed to dominate the world. 

In this moment of history when a decision with respect to 
naval convoys is in the air, we cannot foresee what the decision 
will be, or who will make it, or whether it will be made at all. 
Whatever the outcome, it seems desirable that people generally 
should begin to be given the opportunity to understand the 
situation better. The destruction of Allied shipping mounts 
up to startling figures, but we do not know their totals from 
our own authoritative sources. The continuing loss of so much 
tonnage may be fatal to the task to which we have put our 
hands; but we know of no plan to offset it. If we are to run 
the risk of war we would prefer to do it with our eyes open, 
upon the basis of the fullest possible knowledge compatible 
with the public safety. Such information can come from the 
President only, supplemented by estimates of the situation 
made by his military and naval advisers. The facts as known 
must lead to a conclusion; it seems desirable that the conclu- 
sion be disclosed. The conclusion may lead to a new direction 
in national policy; and the only one who can give that direc- 
tion is the head of the state. 

Some weeks ago when the President signed the lend-lease 
bill, he was photographed as he sat at his desk. We have 
grown used to seeing such pictures in the papers. Usually 
there are a few other people standing behind him—a Senator, 
a Congressman, a Cabinet officer, a secretary. Sometimes there 
are souvenir fountain pens lying around to be given to persons 
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who have played a part in seeing the legislation through. But 
this time, when he signed the lend-lease bill, he was photo- 
graphed alone. It may have been an accident that this was so; 
it may have been otherwise. In any event, he sat alone. And 
so it will be for a long time still to come, while the future of 
the United States is being shaped by his decisions and by 
world events. May God guide him in his determinations and 
be with him in his inescapable loneliness! 


REMARKS BY THE CHAIRMAN 


CHAIRMAN MITCHELL: In accordance with its usual practice, 
the Academy of Political Science offers half an hour for discussion 
from the floor of the papers which have been presented. Discussion 
from the floor is limited to five minutes per speaker. Are there 
volunteer speakers ? 

{For the first time in the history of the Academy, so far as its 
officers can recall, no member of the audience requested the floor. ] 

After the moving words of our last speaker, I am scarcely sur- 
prised that you seem to feel as I do. If no one wishes to take advan- 
tage of this opportunity, let me present the thanks of the Academy 
to the gentlemen who were kind enough to take part in our program 
this morning, and declare the session adjourned. 
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WHAT SACRIFICES MUST WE MAKE? 


INTRODUCTION * 


W. RANDOLPH BURGESS, Presiding 
Vice-Chairman of the Board, National City Bank of New York 
Trustee of The Academy of Political Science 


* Opening remarks at the Second Session of the Semi-Annual Meeting. 


UR afternoon session, continuing the general theme of 
() the morning, “ America Faces the Future”’, will be 
devoted to the sub-topic, “ What Sacrifices Must We 

Make? ” 

The first speaker was a classmate of mine in Brown Uni- 
versity. In addition to his duties as a professor at Harvard 
and later as Dean of the Graduate School of Public Admin- 
istration at Harvard, he has spent much of his time with the 
Federal Reserve Bank in New York, and I was very closely 
associated with him there. I still think he is one of the best 
economists in America. 

I have great pleasure in introducing Dr. John H. Williams, 
who will speak on the subject, ‘‘ Economic and Financial As- 
pects of the Program ”. 
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ECONOMIC AND FINANCIAL ASPECTS OF THE 
DEFENSE PROGRAM 


JOHN H. WILLIAMS 


Dean of the Graduate School of Public Administration 
Harvard University 


HE problems of defense are like those of war itself. 
. When I took part in the Academy’s program on 
‘‘ America’s Preparedness” in the spring of 1939, I 
pointed out that one important difference between war and 
preparation for war is that a war, even a long war, is relatively 
short whereas preparation for war may be indefinitely con- 
tinued ; its yearly cost would be much less than that of war but 
would have to be borne for a longer period. I did not then 
foresee that the defense program upon which we embarked last 
year would be dictated by circumstances requiring us to make 
our maximum possible effort in the shortest possible time. By 
their scope and by the urgent necessity for speed our present 
defense expenditures and our aid to Britain raise problems 
which are practically identical with those of actual war. 

These problems are fundamentally economic rather than 
financial or monetary. Finance is but a means to an end. The 
end is to make available to government the goods and the man 
power that it needs for war or defense. The economic changes 
involved are twofold. We need to divert resources from peace 
to war-time purposes. But we also need to develop our re- 
sources to maximum capacity. 

The necessity for sacrificing peace-time for war activities is 
the most familiar aspect of war economics, and the most funda- 
mental. It is a two-sided process, on the one side a diversion 
of productive facilities to war needs and on the other a diver- 
sion of the nation’s money income. The problem is to keep 
the two kinds of change reasonably in balance. If we do not 
divert the nation’s income from ordinary consumption and in- 
vestment to defense expenditures the government will have to 
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create additional money to pay for defense, and if meanwhile 
a part of the nation’s productive resources has been transferred 
from peace to war production, output as a whole will be rising 
less rapidly than money incomes, and expenditures will be 
raising prices rather than output. This, very simply, is the 
problem of inflation. The sacrifice, of course, is not escaped 
by failing to take the steps necessary to curtail peace-time con- 
sumption and investment. It merely takes a different form; 
with prices rising our money incomes buy less. Experience has 
taught repeatedly that when this inflationary process has taken 
hold of an economy to a marked degree it is much the most 
undesirable form which the sacrifice could take, and may end 
by stalling the entire economic machine. But war problems 
are never simple, and it is not nearly so clear that some rise of 
prices is not desirable if it serves to stimulate production where 
needed, and if we have at hand the power to control it. 

The most difficult aspect of the problem is the time aspect. 
As already stated, the question is not merely one of diverting 
the community’s money income and productive resources from 
peace to war; it is also one of developing resources and ex- 
panding output to the fullest extent. Unless the country is 
already running at maximum capacity when the defense pro- 
gram starts, this objective logically precedes the other; and 
we have to be careful in attending to the diversion problem not 
to prevent or retard our reaching our potential maximum per- 
formance. As Price Commissioner Henderson has said, the 
first defense against a rise of prices is increased production. 
We must be as careful of avoiding undue or premature restric- 
tive measures as we are alert to the necessity of warding off 
inflation. Economists differ not so much about the financial 
and monetary principles that apply to this kind of situation as 
they do about where we are in the expansion process and how 
much further non-defense expansion is permissible. The prob- 
lem is made still more difficult if, as in the case of income tax 
changes, we have to try to foresee where we will be six to nine 
months later when the changes called for will go into effect. 

The lesson of 1917 was that we should have diverted income 
and productive resources much more promptly than we did 
from peace- to war-time needs. But to have applied this lesson 
by superficial analogy to our situation in the middle of 1940, 
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when the present defense program began, would have been the 
greatest mistake that we could have made. In 1917 we were 
already in the midst of a war boom. Our economy was much 
smaller in relation to the world economy than it is today, and 
purchases by belligerents were larger in relation to our capac- 
ity than they have been thus far in the present war. When 
our present program began we still had large surpluses of 
many basic products, of man power and equipment. Since that 
time production has markedly increased. The Federal Reserve 
index has in recent months been about 140 as compared with 
an average of 122 in 1940 and I10 in 1929. Not only have 
we now a volume of production and of national income never 
previously reached, but it seems certain that as the defense 
expenditures and the aid to Britain expand further, production 
and income will substantially increase. 

But even today our problem is not primarily one of general 
pressure upon resources. We still have large unemployment, 
though the estimates differ rather widely both as to its present 
amount and as to how fast it will be absorbed by the defense 
program. We continue to have large surpluses of many basic 
products, and in the field of agricultural policy efforts continue 
to be directed toward restricting output and raising prices. In 
the noncontinuous process industries there is still much room 
for increasing output by increasing the number of shifts, and 
there is still much room generally for lengthening hours of 
work. On the farm, as the last war showed, there is a poten- 
tial industrial labor force of two to three millions. In industry 
today, apart from some threatened bottlenecks, there is much 
more danger of curtailed production and rising prices and costs 
from labor conflicts than from any general pressure on re- 
sources. In recent months there has occurred a fairly substan- 
tial rise in the prices of basic commodities, not only in imports 
where it is most marked, but in some domestic prices. But 
there is still no sign of a general spiral price rise that might 
be called inflationary. For a price rise of the kind and extent 
which has thus far occurred, it seems probable that increased 
production coupled with specific price controls is still the best 
method of control. 

One factor which has an important bearing on this question 
of the limits of permissible expansion is the great advance of 
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technology since the last war. That such an advance has 
occurred is recognized by economists of every shade of opinion, 
During the thirties it was frequently coupled with tendencies 
toward oversaving and underinvestment as an explanation of 
underemployment and depression. Whatever may have been 
true of the past ten years we cannot plead today a lack of out- 
lets for our technical skill. It is for this reason that I have 
been from the outset of the defense program, and still am, 
interested in the question how far we can safely and wisely 
permit the defense program to supplement rather than supplant 
our peace-time requirements. I recognize that that is a more 
difficult objective, but also I think a more intelligent one, than 
a premature “all-out” emphasis on sacrifice. The longer the 
period over which our effort is to be made, the more vital it is 
that we should develop fully, and be prepared to sustain, as 
much as possible, our economic strength and staying power. 

This, to repeat, is the difficult problem of the time schedule. 
It by no means suggests any subordination of the need for 
sacrifice, but emphasizes the need for so timing it that it will 
be at its maximum when pressure on resources is greatest. It 
requires that we guard against diverting income and resources 
from peace-time use before we are actually ready to use them 
fo1 defense. It requires us to bear in mind, for example, that 
in the fiscal year 1942, despite all possible efforts for speed, 
our military expenditures will probably not exceed one fifth of 
our national income, whereas those of England in the same 
period will absorb one half to three fifths of her income. But 
to determine just where we are on the time schedule there are 
no easily recognizable criteria, except the inflationary price rise 
which as yet, I believe, is not in evidence. It is on this point, 
as I have said, that economists differ at present much more 
than on the principles of control which are applicable. 

One especially important aspect of the advance of technology 
in the past two decades is its bearing on employment. The 
constantly reiterated goal of monetary and fiscal theorists dur- 
ing the past ten years has been to achieve “ full employment”. 
But we have to recognize that this objective is more difficult 
than had been thought. It took England a year and a half 
of actual war to get full employment. I am not suggesting 
that in this great effort which we are making we may not 
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achieve full employment, but it will be a late rather than an 
early development and not a useful guide to policy. Most of 
the dangers which we fear will have occurred, if we do nothing 
about them, before full employment is reached. The older 
economists thought of inflation as occurring when we had 
reached the limits of economic capacity, including full employ- 
ment, but under modern conditions there is no clean-cut line 
between what we call bottlenecks and a general inflation. 
“Economic capacity ” is itself a relative term. If inflation 
should arise in the present phase of the defense program, it 
would be of the “ bottleneck” variety, arising out of special 
shortages of materials or of particular kinds of labor, equip- 
ment or plant, or out of particular labor or price policies. The 
higher the level of production reached, the greater will be the 
possibility that such disturbances arising out of special situa- 
tions will spread throughout the economy and produce results 
essentially similar to those of a general inflation. In propor- 
tion as these special problems are solved, the inflation danger 
will be pushed farther off in time and become more and more 
a problem of pressure upon our general economic capacity and 
resources. Some economists have endeavored to estimate when 
and at what level of output this condition will be reached. 
Such estimates are largely in the nature of abstract speculation, 
but it does seem probable that by the time we reach a national 
income of ninety to a hundred billion dollars (which probably 
will be next year), and sooner if the bottlenecks are not well 
handled, we shall need to be pursuing a positive policy aimed 
at preventing a general inflation. 

As we survey the whole defense problem, the economic poli- 
cies called for fall into two main categories which may be 
labeled general and special. The special problems are those 
of the Office of Production Management and of the recently 
created Office of Price Administration. These are the questions 
of most immediate importance. They will be discussed here by 
others this afternoon — questions of price control, priorities, 
labor policies. I will only say that with respect to some of 
these problems there may be some need for a new orientation 
on the part of government. We have for ten years been fight- 
ing depression, and many of our policies have been directed 
toward lifting prices or wages. Our agricultural policies, in 
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particular, may need reéxamination from this point of view, 
and also our policies toward housing, of which I will speak 
later. 

But as production expands, special control measures will 
need to be supported increasingly by more general measures 
designed to control and direct the community income. These 
general measures are financial and monetary. The methods of 
financing war and defense are taxes, loans and monetary ex- 
pansion, and the problem in general is how best to employ the 
first two methods to avoid the third. The appropriate fiscal 
policy is one combining borrowing and taxation in such pro- 
portions that borrowing will decline and tax revenue increase 
as the national income rises. 

Both borrowing and taxation are designed to reach savings 
and to restrain consumption, but the borrowing, if wisely 
planned, can reach savings more promptly and surely than 
taxation, and since it is voluntary is less likely to be restrictive. 
The Treasury has recently announced its savings bond pro- 
gram, which it is to be hoped will yield substantial revenue. 
Such a program should not, however, be pushed to the point 
of forcing the community to borrow from the banks to buy 
government securities, as happened in the last war. At the 
same time, so long as there is a prospect that government bor- 
rowing may have to be on a large scale, it would be unwise 
to place obstacles in the way of bank buying of government 
securities, even though such buying means a further increase 
in our already redundant volume of deposits. 

In planning our tax program it is important to recognize 
how productive our present tax system, including the revenue 
measures passed in 1940, will be at higher levels of national 
income. Further increases in taxes should be planned not 
primarily with a view to raising revenue, and certainly not on 
the basis of any preconceived formula about the proper propor- 
tions between taxing and borrowing, but primarily with a view 
to their effect upon the expansionary process and the dangers 
of inflation. As already stated, the problem is complicated by 
the fact that the restriction of community expenditures can be 
overdone as well as underdone, and in the case of income taxa- 
tion is complicated further by the time lag before the new 
rates go into effect. One of the difficulties in planning a com- 
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bined program of taxing and borrowing is that the tax pro- 
gram if overdone may compete seriously with the savings 
ponds. Apart from the time lag, income taxation is preferable 
to general commodity taxation even when the purpose is to 
restrict consumption. General commodity taxation is not only 
highly regressive, bearing most heavily on the smallest in- 
comes, but it is more likely also to act as a deterrent to produc- 
tion. We must be careful, however, not to fall between two 
stools. The great mass of consumption is out of the small in- 
comes, and if our purpose really is, at the appropriate stage, 
seriously to curtail consumption we must either tax commodi- 
ties generally or substantially lower the income tax base. 
Logically precedent to taxation of general consumption is the 
taxation, by means of excise taxes, of special consumption, 
such as durable consumer goods which compete directly with 
the needs of defense industries. 

There remain the monetary aspects of the program and the 
role of monetary control. Prior to the last war the order of 
emphasis on control measures would probably have been on 
monetary measures first, fiscal measures second, and direct 
measures last. But as a result of this war and the last, which 
have provided unfortunately an unprecedentedly good labora- 
tory for the study of war control measures, the order appears 
to have been reversed. In a defense program, as in war, there 
are special reasons for not relying upon a general monetary 
control such as might seem appropriate in dealing with peace- 
time expansion of economic activity. A general monetary con- 
trol, through bank reserves and the quantity of money, is aimed 
at interest rates and is designed to affect the cost and avail- 
ability of funds for investment, which in turn affects the volume 
of national income, output and employment. But in war or in 
defense there is the special circumstance that the government 
is and must be the principal borrower, and that the success of 
the defense effort rests essentially upon the success of the 
financing program. The possible dangers which might arise 
from an excessive money supply or from low interest rates 
must be weighed against the necessity of ensuring the success 
of the government’s financial program upon which the military 
expenditures depend. Faced with this dilemma, nations are 
compelled to consider alternative methods of preventing ordi- 
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nary consumption and investment from weakening the military 
effort and bringing on the general inflation which would logi- 
cally follow if neither monetary nor other restrictive measures 
were adopted. It is no accident that other countries, democ- 
racies like England and Canada as well as Germany, have in 
this war subordinated genera] monetary controls to other types 
of control and are pursuing a program of combining low in- 
terest rates and ample bank reserves with fiscal measures and 
more specific controls designed to prevent inflation. This in 
general is the type of program upon which this country has 
embarked, though it is as yet in an earlier stage of develop- 
ment. The reason in such circumstances why nations have 
learned to prefer other anti-inflationary measures than the 
monetary is not merely that such a program facilitates Treas- 
ury financing, important as that is, but also that it is much the 
more effective method of safeguarding against inflation. His- 
torically, there is no proof that if war-time inflation is not 
prevented by more direct control measures combined with wise 
fiscal policy, it will or can be prevented by a general monetary 
control. 

In our own case, too, there is the circumstance that a decade 
of deficit spending has introduced new elements of instability 
into our monetary and banking system. Rising interest rates 
mean a fall in price of old securities, and, with government 
securities the chief asset of the banks, such price declines might 
have serious effects. Any attempt by the banks to avoid 
losses by selling securities would mean that non-bank investors 
would have to absorb both the old issues and the new, or else 
would require large-scale buying, directly or indirectly, of 
Treasury securities by the central bank. Disturbances of this 
sort in the government security markets have historically been 
one of the most familiar causes of inflation. One large ques- 
tion which may fairly be raised as a result of the past decade 
of deficit spending combined with large excess reserves is 
whether we have not introduced a new element of rigidity into 
our economic system in the form of low interest rates, and 
whether fiscal policy which at the outset was intended to sup- 
plement monetary policy has not ended by supplanting it. 

But there are special forms of control which go more directly 
to the heart of the problem of war or defense, and far from 
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interfering with Treasury financing may positively assist it. 
One such measure would be the rationing of the private capital 
market. Such a policy, as practiced in Germany or England, 
is intended to prevent private investment from competing with 
military requirements, but as yet no such problem appears to 
have developed in this country. Another and more pressing 
problem is the competition of durable consumer goods with the 
needs of the defense industries. In this area there appear to 
be important opportunities for codperation between the mone- 
tary authority and other agencies of government. The machin- 
ery of price controls, priorities and rationing may well prove 
ineffective unless accompanied by monetary measures designed 
to control expenditures on durable goods. The two areas in 
which this problem seems now most pressing are the field of 
instalment credit for automobiles and other durable consumer 
goods and the field of residential housing. 

With respect to automobiles, the decision has already been 
made to curtail production in the next model year. How far 
this action needs to be supplemented by instalment credit con- 
trol applied to automobiles and other durable goods is a ques- 
tion deserving careful study. Even more important, I believe, 
is the housing question. If it were not that we have still in 
our minds as the yardstick for comparisons the top years of the 
twenties, when we were having a housing boom perhaps with- 
out parallel in our history, everyone would probably recognize 
that residential building has attained major dimensions; and 
the fact that the defense program itself requires great building 
activity is all the more reason why we should examine anew 
the policies of stimulating private construction which were 
designed to overcome depression and have been continued into 
a quite different kind of situation. 
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REMARKS BY THE CHAIRMAN 


CHAIRMAN BurceEss: Thank you, Dr. Williams, for a very clear 
and stimulating address, in your usual manner. 

May I remind the audience that at the close of this meeting there 
will be an opportunity for questions, and if you want to follow up 
particularly those last two leads given by Dr. Williams, that will be 
your chance. 

One of the problems that all of us have very much in mind is the 
topic for our next address, “ A Labor Policy for the Emergency”. 
The speaker, Dr. Isador Lubin, was for many years with the Depart- 
ment of Labor. He came up through the field of statistics, which is 
a very good way to come up to a problem of this sort. He was head 
of the Bureau of Labor Statistics for a number of years, and then, 
when the emergency came, he was a useful person to be taken over 
into the new organization. He has held a good many titles and done 
a good many kinds of work. I am going to read you his present 
title: He is Deputy to the Associate Director of the Office of Pro- 
duction Management, and Labor Adviser of the Priorities Division of 
the Office of Production Management. Dr. Lubin! 
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A LABOR POLICY FOR THE EMERGENCY 


ISADOR LUBIN 
Deputy Director, Labor Division, Office of Production Management 


the existing emergency must be built around the nature 

of the problem that has been created by the emergency 
itself. That is the transformation of $42,688,000,000 worth 
of expenditures into ships, airplanes, munitions, tanks, food, 
clothing, and the thousands of other items needed to meet the 
requirements of our own Army, Navy and Maritime Commis- 
sion, as well as of the democracies of this and other continents. 

The problem is one of so mobilizing and organizing our 
human and economic resources that these essentials of defense 
shall become available as efficiently and as expeditiously as 
humanly possible. 

Any labor policy for the emergency must center on that 
single objective. Its nature must necessarily in large part be 
determined by the experience of the past. That experience 
lends ample proof that such a labor policy centers, in essence, 
on the following question: What conditions of employment, 
whether they be wages, hours, or any other of the numerous 
elements that bear upon the relationship of the worker to his 
job, will be most conducive to the speedy realization of the 
defense program? 

It might be well, first, briefly to outline the extent to which 
the funds which are to be expended for defense will impinge 
on the labor force of the nation. The 42 billions, it should be 
noted, consist of approximately 30 billions already authorized 
or appropriated, including the 7 billion dollars made available 
under the Lend-Lease Act; 9% billions of pending appropria- 
tions for the fiscal year 1941-1942, now before the Congress; 
and 3% billions of British orders let in the United States. 
Of the 30 billions appropriated or authorized, 3.7 billions are 
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for construction, that is, for military and naval posts, defense 
bases, and plant expansion; 9% billions are for ship construc. 
tion ; 6% billions for aircraft; 514 billions for ordnance mater. 
ials and supplies; and 862 millions for quartermaster supplies, 
The balance, approximately 5.3 billions, is for housing, T.V.A,, 
the Coast Guard, civil aeronautics, and a host of other activities 
directly or indirectly related to national defense. 

To convert these 30 billions already authorized or appro. 
priated into the materials needed for defense will require ap- 
proximately 16 million man-years of employment. Of these 
man-years, among the major items, 5 million man-years, or 31 
per cent, will be needed for ship construction; 3 million, or 19 
pér cent, for aircraft; 234 million, or 17 per cent, for ord- 
nance; and 1.8 million, or 11 per cent, for building construction, 

If one analyzes these man-year requirements into the various 
stages of production, one finds that 3 million man-years will 
be required at the construction sites, that is, at shipyards, mili- 
tary and naval posts, defense bases, etc., the bulk being in 
shipyards where almost 2.3 million man-years will be required. 
Slightly less than a fourth of these man-years will be required 
in factories of final fabrication, mainly in aircraft and ordnance 
plants. More than one half, namely, 8.4 million, will be needed 
in the production, manufacture and transportation of the raw 
and semi-manufactured materials which will enter into the 
final fabrication and construction of the various items to be 
produced. 

The very immensity of these figures makes evident the her- 
culean task of labor placement, an essential factor to be taken 
into consideration in formulating a labor policy for the emer- 
gency, that faces our economy. The problem, however, be- 
comes further complicated by the nature of the work to be 
done. Producing materials for defense does not lend itself to 
patterns typical of those that prevail in a normal peace-time 
economy. The very high proportion of the man-years that 
must go into construction of ships and into the building of posts 
and bases brings with it, because of the nature of the work to 
be done, abnormally high requirements for skilled workers. 
According to existing estimates, over 37 per cent of the man- 
years to be required will be in the skilled category, 38 per cent 
will be semi-skilled, and only 25 per cent unskilled. This is a 
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far larger percentage of skilled labor than is usually required 
for ordinary peace-time industrial operation. 

Converting these figures into the requirements of specific in- 
dustries, existing estimates show that the machine tool industry 
must increase its employment by some 25,000 workers between 
now and next December. Of this number, 16,000 must be 
skilled workers. Only 2,600 will be unskilled. The estimated 
increase in the number of wage-earners in this industry will 
bring its total employment next September to a level more than 
twice as high as its former peak which was reached in 1937. 
Individual establishments estimate their increased labor needs 
during the next five months as high as 75 per cent. 

Our best estimate for the airplane industry is that total em- 
ployment in plants of final assembly making airframes, engines 
and propellers will reach 404,000 in November 1941. This does 
not include employment in subcontracting firms, nor the manu- 
facture of accessories and small non-military planes. This is 
an increase of about 200,000 workers in plants of final assem- 
bly over the levels of January 1. The skilled labor require- 
ments in plants of final assembly will require approximately 
43,000 additional skilled workers, 57,000 semi-skilled workers, 
22,000 unskilled workers, 12,000 professional employees, and 
10,000 clerical employees. The industry must find or train 
more than 8,000 bench mechanics, 6,000 inspectors, 4,500 sheet 
metal workers, and 2,000 tool makers. Proportionately large 
numbers will be required in engine and propeller manufactur- 
ing and among subcontractors. 

In the shipbuilding industry, we may look forward to an 
employment expansion of about 240,000 people during the 
current calendar year. By September of 1942, the shipbuild- 
ing industry will need 325,000 more people than it had at the 
beginning of this year. Among skilled workers, the industry 
will require 1,900 additional boilermakers, some 2,000 addi- 
tional coppersmiths, some 12,000 electricians, and some 37,000 
machinists. Eighteen thousand of these machinists must be 
found for the yards in the north Atlantic area alone, and 
11,000 must be found for the yards on the Pacific coast. 

Due to the nature of the products to be produced, these total 
man-year needs cannot possibly be absorbed within the next 
year. Some of the ships being built for the Navy, for example, 
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will require as many as three years or more for their comple- 
tion. However, the defense production program, as now sched- 
uled, points to an unprecedented increase in employment for 
the remainder of 1941 and new high levels in 1942. The real- 
ization of the present production program is dependent upon 
record construction of new plant facilities in the coming months, 
If this construction and plant facility program is realized, 
approximately 4 million more workers will be required by 
the end of 1941 than were employed last January. This num- 
ber, it should be borne in mind, is additional to the 2% millions 
that were absorbed between May and December in 1940. Be- 
cause of the necessary rapid absorption of workers during 
1941, the gains in employment in 1942 over the latter part of 
1941 will prove relatively smaller than those that will be made 
during the next seven months. 

Whether these additional 4 million workers will be absorbed 
will be determined by the extent to which existing shortages 
of materials and capacity can be overcome and a sufficient 
number of workers trained. 

It should be quite evident that the first essential of any de- 
fense labor policy must be to make sure that sufficient labor, 
with the necessary skills, shall be available wherever needed, 
at the time needed, to meet the requirements of industry. This 
involves not only the mobilization of that portion of the exist- 
ing available labor supply that is not now employed, but also 
the provision of facilities for adapting such labor to the needs 
of the defense industries. This, in turn, involves the expansion 
and the quickening of the tempo of the activities of the fed- 
eral and state employment services. It means providing 
courses for refreshing skills that have long been unused. It 
involves the wide extension of apprenticeship training activi- 
ties, developing the necessary machinery for upgrading workers 
capable of being trained for jobs more skilled than those they 
now occupy, and vocational training for newcomers required 
for semi-skilled work. It involves, further, a national policy 
of locating new plant sites so that they will be in areas adjacent 
to labor supplies that might otherwise not be available without 
widespread migration and the intensification of a housing prob- 
lem which has already begun to be acute. It involves, too, a 
well-developed and widespread policy of subcontracting which 
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will permit the utilization of workers in every plant which can 
possibly contribute to the needs of defense. 

The machinery for providing an adequate labor supply is 
today well established. Through the Labor Division of the 
O.P.M., the activities of the United States Employment Ser- 
vice, the National Youth Administration, the Civilian Conser- 
vation Corps, the United States Office of Education, and the 
Apprenticeship Division of the Department of Labor have 
been geared to the single end of serving the needs of the de- 
fense industries. Since last July, 816,000 men and women 
have availed themselves of public vocational training courses, 
either to polish up old rusty skills or to acquire new skills. 
By the end of June, more than a million people will have been 
enrolled in intensive vocational guidance courses. Upgrading 
courses for workers already employed have been established 
in many plants throughout the country through the aid of the 
“training-within-industry ” program of the Labor Division of 
the O.P.M. The location of new plant sites, with a view to the 
maximum utilization of existing labor supplies, is the particular 
concern of a recently created unit on site location in the O.P.M. 
The maximum development of subcontracting for the purpose 
of taking advantage of machine and labor facilities in all 
plants, large or small, wherever available, is being imple- 
mented by a far-flung “farming out” program, staffed by 
engineers and financial advisers in each of the twelve Federal 
Reserve Districts. 

There is one further aspect of the problem of an adequate 
labor supply that requires emphasis. It might best be de- 
scribed as a negative aspect of the problem. I refer to the 
attitude of many employers toward the employment of certain 
racial groups as well as to persons in certain age groups. It 
is a known fact that in one of our vital defense industries, it 
is a fairly general policy to discriminate against qualified avail- 
able workers because of their race or color. Too many of our 
plants still have hiring age limits that have no relation to the 
requirements of the work to be done. Such practices are waste- 
ful and prevent the realization of a maximum effort for national 
defense. Their abolition should be an integral part of any 
defense labor program. 
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The provision of the necessary labor supply, important as it 
may be in the attainment of our defense needs, is not, however, 
in itself an assurance that those needs will be effectively real. 
ized. Closely related are those conditions of employment which 
are conducive to the utmost productivity on the part of every 
employed worker. They are so well known to every efficient 
personnel executive that they hardly need be enumerated here. 
Yet, because they are so obvious, their importance to any de- 
fense labor policy tends to be overlooked. Among the more 
important of such conditions are wages, physical conditions of 
work, housing, and what in psychological parlance is called 
“the attitude of the worker toward his job”, or what in 
simpler terms might be called “ morale ”’. 

The importance of an adequate standard of living to the 
productivity of labor need not be elaborated at length at this 
point. Suffice it to say, an income insufficient to furnish the 
essentials of health and decency is not conducive to maximum 
efficiency. During the month of February, the average weekly 
earnings of the workers employed in the manufacturing indus- 
tries of the United States, including overtime pay, aggregated 
$28.56. In the non-durable goods industries they averaged 
$23.16 for the country as a whole. In the durable goods in- 
dustries, dominated by defense production, the average was 
$32.95. Assuming even continuous employment for 52 weeks 
in the year, this means an average annual income for workers 
in the durable goods industries of $1,713. In the machine 
tool industry, with its high proportion of skilled workers, where 
employment in February averaged approximately 52 hours per 
week, average weekly earnings amounted to $41.78. Ona 
full-year basis, assuming no time lost because of illness or 
accidents, this means annual earnings of $2,172. 

Earnings such as these are, to be sure, no justification for 
an indiscriminate scramble for inordinate wage increases with 
consequent higher costs and spiraling prices. They do, how- 
ever, afford some basis for the wage demands of that signifi- 
cant proportion of workers whose wage rates have remained 
relatively stationary during the past three or four years, par- 
ticularly in industries where recent profits, because of increas- 
ing operating schedules resulting from defense orders, afford 
public evidence of the ability to pay higher wages and still 
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net favorable returns to investors, without necessarily increasing 
prices. It might be added in passing that the average hourly 
earnings of the factory workers of the country — despite the 
large amount of overtime worked in February—rose by 5.1 per 
cent during the twelve months ending March I. 

Not only does the effective realization of our defense needs 
require a wage policy which will enable the worker to maintain 
a level of living which will permit him to attain physical and 
mental maximum effectiveness, but it also requires a wage 
policy which is conducive to stability. The experience of the 
first World War, indeed the experience of every period of great 
industrial activity, is replete with evidences of labor pirating 
and of migration from plant to plant by workers in search of 
higher wages. The consequent turnover is not only costly but 
also entails millions of hours of lost man power. A beginning 
has been made in the direction of eliminating such turnover 
by the establishment of a uniform wage structure in the ship- 
building industry. An agreement arrived at on the Pacific 
coast and approved by the Navy and the Maritime Commission 
provides for uniform standard wage, overtime, and shift rates 
for all yards on that coast. Arrangements for the same kind 
of agreement will be made in the Gulf, Atlantic seaboard, and 
Great Lakes shipyards. Similar arrangements will be sought 
in other basic defense industries with a view to securing stabil- 
ized employment conditions. 

A defense labor policy which seeks the most effective utiliza- 
tion of our labor supply must, among other important things, 
also provide for the elimination of avoidable industrial acci- 
dents which today are robbing our productive resources of 
millions of man-days each month. In 1940 alone the 1,375,000 
temporary total disabilities in the non-agricultural industries 
of the country accounted for 46 million man-days of idleness. 
This is equivalent to 23,000 man-years. Nor do these figures 
include the idleness due to permanent disabilities or the lost 
productive resources due to deaths resulting from industrial 
accidents. If these are included, the loss for 1940 amounts to 
the equivalent of a full year’s employment for 117,000 work- 
ers. At the present moment, it appears that the time lost be- 
cause of industrial accidents in 1941 will be even greater than 
in 1940. 
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A labor policy for the emergency must provide for prevent- 
ing this loss of valuable productive time on the part of workers 
because of industrial injuries and occupational disease. It 
must provide for preventing the disruption of and delays to 
production schedules, the damage to machines and equipment, 
and the wastage of materials which follow in the wake of acci- 
dents. There is ample evidence in the experience of many 
plants that, once management has determined to eliminate 
them, such losses are for the most part avoidable. 

Nor can such a labor policy avoid concerning itself with an 
adequate health program which can assure the elimination of 
part of that huge unnecessary loss of working time that is 
being caused by the failure of both public agencies and private 
employers to assume their responsibility in the field of pre- 
ventive health work. Any health or nutrition program which 
would be effective in eliminating only 10 per cent of the colds 
that caused lost working time during the past winter will add 
some six million man-days of productive work to our available 
labor supply. 

Another phase of an effective labor policy in times of tre- 
mendous employment increases like the present, that is usually 
overlooked, is housing. The absence of sufficient housing seri- 
ously interferes with maximum defense production. In certain 
areas it is already limiting the ability of employers to recruit 
workers. It is a factor in the excessive turnover that results 
from dissatisfaction with local living conditions, particularly 
where suitable housing facilities are not available for the 
families of newly hired workers. In some communities over- 
crowding resulting from housing shortages has already shown 
its effects in increasing illness rates and lost work time. The 
necessity for commuting excessive distances to and from work, 
because of inadequate housing adjacent to places of work, has 
in some instances not only added several hours to the length 
of the employee’s working day with the consequent extra 
fatigue resulting from such additional hours, but has also re- 
sulted in an unwillingness on the part of employees to work 
overtime. 

It should be self-evident that the factors mentioned above 
have a definite effect upon the morale of the worker, upon his 
attitude toward his job, and upon his efficiency. There is one 
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further factor, however, that plays an equally important part 
in determining the extent of the worker’s contribution to pro- 
duction. I refer to that relationship between the worker and 
his employer, difficult to define, which best expresses itself in 
the way he feels toward his boss. We commonly think of this 
factor as “ labor relations ”’. 

There are few things that interfere with a worker’s contri- 
bution to production as much as the feeling on his part that 
he has no status in his industry, that he has no say over his 
economic environment, that his is merely to do as he. is told. 
Such scattered evidence as is available seems to justify the 
assertion that, irrespective of wage rates, and other conditions 
of employment, more production is lost because of the feeling 
on the part of the workers that they are victims of unfair play, 
that they are not getting a square deal, that their grievances 
are not being justly handled, that they are being kicked around, 
than because of strikes. There is ample evidence in the ex- 
perience of the Labor Division of the Office of Production 
Management that more productive time has been lost because 
of the decline in the morale of workers in instances where they 
are conscious of deliberate dragging out and stalling of nego- 
tiations than has been lost because of strikes. 

An “all-out” defense effort requires that no single private 
element in the community shall be permitted to assume pre- 
rogatives that interfere with the existing rights of others. It 
is for that reason that any defense labor policy must safeguard 
the right of collective bargaining, as well as the right to strike 
after all established means of mediation and conciliation have 
been resorted to. It is for that reason that all work carried 
on as part of the defense program should comply with federal 
statutory provisions affecting labor wherever such provisions 
are applicable. 

The limitation of the time available on this program makes 
it impossible to deal with the many other important aspects of 
a defense labor policy which are essential to securing the maxi- 
mum output of our defense needs. I have merely touched 
upon a few high lights. I have said nothing about the rela- 
tionship of working hours to fatigue and productivity. I have 
made no mention of the importance of labor representation in 
formulating defense policies and the part that such represen- 
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tation plays in stimulating productive efficiency. I have not 
touched upon the worker’s vital interest in a national policy 
for the post-emergency situation, and the effect of such a policy 
upon his attitude toward maximum output today. He, like 
the rest of us, is concerned not only in aiding democracy to win 
this war, but also in winning the peace. 

In the last analysis, a labor policy for the emergency must 
take into consideration every possible factor which bears upon 
the availability of productive man power. Important as is the 
strike problem as a factor in defense, idleness caused by strikes 
is insignificant as compared with the avoidable idleness caused 
by the numerous other factors that affect the worker’s contri- 
bution to his job. The mere elimination of unnecessary turn- 
over in some vital defense industries would save many more 
hours of productive effort than have been lost by strikes in 
those industries. 

In closing let me repeat what must be the essence of any 
effective labor policy for the emergency, as it was succinctly 
outlined in General Order No. 13, issued by the Chief of Ord- 
nance of the United States Army during the World War, on 
November 15, 1917, after we had been at war for seven 
months: 


In view of the urgent necessity for a prompt increase in the volume 
of production of practically every article required for the conduct of the 
war, vigilance is demanded of all those in any way associated with 
industry lest the safeguards with which the people of this country have 
sought to protect labor should be unwisely and unnecessarily broken 
down. It is a fair assumption that for the most part these safeguards 
are the mechanisms of efficiency. Industrial history proves that reason- 
able hours, fair working conditions, and a proper wage scale are essen- 
tial to high production. During the war every attempt should be made 
to conserve in every way possible all of our achievements in the way of 
social betterment. But the pressing argument for maintaining indus- 
trial safeguards in the present emergency is that they actually contribute 
to efficiency. To waive them would be a shortsighted policy, leading 
gradually but inevitably toward lowered production. 
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REMARKS BY THE CHAIRMAN 


CHAIRMAN Burcess: Thank you very much, Dr. Lubin, for that 
interesting revelation of the breadth and scope of this problem. 

A few months ago, one of the most important articles that ap- 
peared in the periodicals was written by the next speaker, who exam- 
ined our governmental setup to see how it would adapt itself to the 
problems of an emergency. Today, he is speaking on a phase of that 
same topic, ‘‘ Making a Democratic Government Effective in Crisis ”’. 
For a good many months he and his associates have been studying 
this problem with a great deal of care; and I have pleasure in intro- 
ducing Professor Lindsay Rogers, the Burgess Professor of Public 
Law of Columbia University. Professor Rogers! 
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MAKING A DEMOCRATIC GOVERNMENT 
EFFECTIVE IN CRISIS 


LINDSAY ROGERS 
Burgess Professor of Public Law, Columbia University 


OUR chairman was very gracious in referring to an 

article which I had published, but he avoided giving 

a plug for the magazine. So let me tell you that it 

was Foreign Affairs, and that the issue which contained the 

article was October 1940. I am afraid the plug will not greatly 

increase the circulation of Foreign Affairs because it is such 
an expensive magazine that it is not sold on the newsstands. 

A great many people, Mr. Chairman, were very pleasant in 
what they said about that article. Few of them disagreed with 
any of its criticisms or recommendations. But down to the 
present time, practically nothing has been done to implement 
any of those suggestions, even though they seemed fairly sen- 
sible; and one reason is that which is implicit in the way my 
subject is phrased: “ Making a Democratic Government Effec- 
tive in Crisis ”’. 

The phrasing of my subject—“‘ Making a Democratic Gov- 
ernment Effective in Crisis ’’—not only poses a problem but 
suggests some judgments on it. The implication is that nor- 
mally democracy is an inefficient form of government. A 
measure of inefficiency is the price that we pay—rather will- 
ingly—for the luxuries of long debates over policy, of exces- 
sive regard for minority opinions, of tolerance of incompetence 
in high places, and of reluctance to displace or supersede 
officials with moderate abilities by persons of greater abilities. 
In times of crisis the price of such luxuries seems too high. 
Hence we endeavor to reduce the price and to make democracy 
more efficient. At the same time we hope that we shall be 
able to preserve some of the luxuries, certainly those of free- 
dom of criticism of policy that we do not like and of tolerance 
of minority opinion. 
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But democracies can make themselves efficient. They did so 
in the last war and won it even though during the larger part 
of the crisis we had to recognize that, in many respects, Prus- 
sian autocracy was seemingly much more efficient than were 
the British, French and American democracies. True it is 
that the democracies were late in gearing themselves for rapid 
action, but when they did so the latent strengths which they 
had—of rulers being pressed onward by the people instead of 
rulers saying what they wanted to do and expecting populaces 
to follow supinely—made a difference in spirit and élan which 
was of high and perhaps decisive importance. ‘‘ Too late” 
was a phrase which from 1914 to 1918 could be frequently 
used by those who called attention to inaction or pointed to 
action which had not been preceded by adequate thought. 
After ‘too late’’ had had some catastrophic consequences, 
England and France changed their administrations in order to 
accelerate democratic action and set up new machinery to make 
government more efficient. In the United States there was no 
change of administration, but considerable revamping of ma- 
chinery. 

Mr. Asquith’s government had hesitated and fumbled but 
the War Cabinet that Mr. Lloyd George created in December 
1916 made the British democracy an efficient government. In 
France the change was more personal than structural. France 
down to 1917 had had what was called le systéme D 
débrouille toi—the equivalent of the English “ muddle 
through”. Then came Clemenceau who was unquestionably 
for France le pére de la victoire. Across the Channel Lloyd 
George was a War Minister but he had more efficient instru- 
ments at his disposal. Mr. Wilson was a great war President 
and as we see his administration in retrospect we conclude that 
the American democracy was efficient in crisis. 

At luncheon, just before this meeting began, the gentleman 
who was sitting next to me said something about the Wilson 
administration. He was a Republican, almost an economic 
royalist, and he said: “It is curious how Democratic presidents 
seem to be greater people as their administrations fade into the 
past. That was the case with Cleveland, for example. As we 
look back on the Wilson administration, we think very highly 
of it.” I said, ‘“‘ That may be, but I can name some Repub- 
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lican presidents who have not grown in stature as their ad. 
ministrations faded into the past.” 

Personality may be of great importance and in democracies 
personality counts in respect of spiritual leadership and 
voicing of ideals as well as in respect of efficient housekeeping 
and implementation. In the last war the democracies were 
fortunate in that at the tops of their governments there emerged 


Lloyd George, Clemenceau and Wilson. In the present con- ° 


flict no one would say that England and the United States are 
not fortunate in having Winston Churchill and Franklin Roose- 
velt as war Prime Minister and war President. Their leader- 
ship in respect of things of the mind is unquestionable. 
Whether their leadership in respect of getting things done will 
be equally notable still remains to be put to the test. 

But apart from personality there are for democracies—and 
the same thing is true of totalitarian states — certain devices 
and controls and forms of organization which are of high im- 
portance, which can make direction easier and which can make 
decision less likely to be unintelligent. I am not saying that 
anybody can draw a blueprint for a governmental or adminis- 
trative organization and can maintain that that is the best 
blueprint. I am simply saying that so long as some phases of 
organization are overlooked, inefficiency and hesitation are 
bound to exist and the likelihood of wrong decisions is the 
more probable. 

Of course I am not maintaining that the mere setting up of 
some crisis machinery, which, as the phrase is, “ streamlines 
democracy ”, can be of any value in curing one of the great 
weaknesses that any representative system of government has: 
hesitation in making up its mind. For years we have been 
facing the grim fact that the international world has been 
dominated by gangster states, by states which could take the 
initiative, which could bluff or intimidate, and which could 
take great risks perfectly certain that peoples whose sources of 
information they could control and whose opinions, if adverse, 
they could suppress could be prevented from making any effec- 
tive resistance. On the other hand, the representative govern- 
ments which seek too frequently just to follow public opinion 
instead of leading it and which too infrequently are courageous 
enough to anticipate public opinion have not been able to take 
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the initiative. They have rarely been able to act positively. 
They have only been able to defend themselves—at tremendous 
costs—against action which an original initiative might well 
have been able to prevent at an exceedingly small cost. The 
Federal Bureau of Investigation can at least seek out and 
attempt to capture public enemies. It can invade their haunts 
and force them to seek other cover. But as the gangster states 
have made their alliances with each other and have triumphed 
over innocent victims and have gathered their forces for severe 
and severer attacks on the resisting states — which began to 
resist actively too late in the day—we in this country still are 
uncertain, not as to what our policy should be, for we 
have declared that, but as to what measures we should take to 
implement it. Our policy of all-out aid to Britain has been 
asseverated and we have been writing checks—making appro- 
priations—and listening to Presidential and lesser professions 
of good intentions and proposed action. 

This is not the place to suggest what we should do if we 
were to take the initiative. My subject is ‘“‘ Making a Demo- 
cratic Government Efficient in Crisis”, and the people have 
not yet spoken on what they wish the American government 
to do other than spend money. Suppose, for example, we 
read in the newspapers tomorrow that the American fleet had 
taken Dakar into protective custody for the duration of the 
war and would return it after hostilities ceased. Would the 
American public be alarmed and say that this was a high- 
handed, unauthorized, unconstitutional action for the Presi- 
dent to take? Or would it applaud? If the taking over of 
Dakar could be accomplished without any bloodshed, as I think 
probable, the response might be very different from the re- 
sponse which the public would make in the event of the loss 
of a few planes or of a destroyer. Yet the loss of life might 
be considerably less than the loss which, through accident, our 
preparations and training have already entailed. Perhaps even 
if Dakar could be taken without the loss of a single life, public 
opinion in the United States would be disapproving. I use the 
illustration to suggest how difficult it is for a democratic gov- 
ernment to take the initiative. Public opinion approved the 
taking over of the Axis ships in American harbors. Would 
not public opinion have approved their taking over before, in 
a great many cases, sabotage had made them useless? 
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I know of no way of making democratic government more 
efficient in this respect—of enabling it to make up its mind 
more quickly and more decisively or of enabling prime minis. 
ters and presidents to take decisive action, certain that their 
publics will follow them. Unhappily too many heads of demo- 
cratic governments have taken the position that they lead only 
because they follow. But when leaders get too far in advance, 
their followers may refuse to move. It is a tragic fact 
that the democracies have waited and that by waiting they 
have created for themselves ordeals which now mean blood and 
toil and sweat and tears. If in 1936 the French had only 
driven Hitler out of the Rhineland; if indeed France and 
England had only said that Hitler should not be the German 
Chancellor—that they would not tolerate the head of an anti- 
parliamentary movement becoming the ruler of Weimar Ger- 
many. They then had the power to say that and make their 
decision effective without shedding a drop of blood. Of course 
that would have been unprecedented and arbitrary and in- 
decent, but in the subsequent eight years how many things 
have been unprecedented and indecent? 

No metamorphosis by means of procedural devices will en- 
able democratic states to take the initiative. But they can set 
up better machinery to perform the tasks for which popular 
consent has been secured. In this realm public opinion is not 
of great importance. It is rare that an adverse public opinion 
has been reluctant to let a democracy become as efficient as it 
wants to be in planning or, after the plans are approved by 
public opinion, as efficient as it can be in implementing those 
plans. 

During the last war, as I have said, the British government 
cared too little about effective organization until December 
1916 when, as Prime Minister, Mr. Lloyd George took com- 
mand. In that month Mr. Lloyd George set up his War 
Cabinet composed of himself and four other persons, three of 
whom had no departmental duties. The exception was Mr. 
Bonar Law, Chancellor of the Exchequer, and he was not ex- 
pected to attend the daily meetings of the War Cabinet. He 
was the sentinel outside the War Cabinet who settled a good 
many routine questions and reduced the number of problems 
that the War Cabinet would have to consider. The other three 
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members were Mr. Arthur Henderson representing Labor, Lord 
Curzon and Lord Milner—three Ministers without Portfolio. 
That War Cabinet was in almost continuous session. It also 
worked through many subcommittees chaired by individual 
members. These subcommittees either settled the problems or 
got them in such form that they could be dealt with rather 
quickly by the body over which Mr. Lloyd George presided. 
There was an extremely efficient Secretariat headed by Colonel 
Sir Maurice Hankey. It was partly the efficiency of this direct- 
ing body as well as the brilliance of a great War Minister, 
Lloyd George, that enabled England to win the war. 

The national effort which that War Cabinet directed was one 
to which military and naval services contributed only 25 per 
cent. That was the estimate of Sir William Robertson, chief 
of the Imperial General Staff. Now the war effort of the 
military and naval authorities, even if we add to them the Air 
Force, must be less than 25 per cent. Industrial production, 
morale, economic warfare, diplomacy, civil defense constitute 
a larger percentage of the total effort than they did from 1914 
to 1918. But, given the situation of 1914-1918, the Lloyd 
George War Cabinet did a marvelously efficient job. It knew 
that procurement of military and naval supplies could not be 
left to the military and naval authorities; that a Minister of 
Munitions directed by civilians must determine priorities not 
only between civil and military demands but between compet- 
ing demands of Army and Navy and even between competing 
demands of different branches of the War Office and of the 
Admitalty. That directing organism knew that diplomacy, 
blockade, economic warfare, military strategy, the bolstering 
of morale at home, the undermining of morale abroad—all had 
to be viewed as a whole and could not be left to government 
departments as uncodrdinated as they always are in times of 
peace. 

I have been dithyrambic about the efficiency of Mr. Lloyd 
George’s War Cabinet. Nevertheless, the debates in the Brit- 
ish House of Commons in 1939, the discussions in the press 
and the tergiversations of the Chamberlain Cabinet suggest that 
the British government—should I add the American govern- 
ment?—learned nothing from history. During the summer of 
1939 when Great Britain was professing to speed her arma- 
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ment production and was contemplating a war that might 
break out in September—and a war that might be prevented 
from breaking out if the enemy knew that Great Britain was 
really prepared—she did little to perfect her administrative or- 
ganization. Sheset up no special Cabinet to think and plan—no 
body of men whose thought and energy were not engrossed by 
the routine duties of signing and parading. Great Britain did 
create a Ministry of Supply but gave it no adequate powers. 
In that summer of 1939 there was no public opinion in Great 
Britain averse to making the British democracy more efficient. 
What opinion there was was all the other way. As most of 
you will remember, there was in that summer a strong press 
campaign to persuade Mr. Chamberlain to put Churchill and 
Eden into the Cabinet. Chamberlain was successful in resist- 
ing it, but when war actually came as the summer was ending, 
his first act was to put Churchill and Eden into the Cabinet. 
He then announced that he had a War Cabinet but it was 
composed for the most part of the exhausted volcanoes of the 
Tory party. To the lesson that Mr. Lloyd George had success- 
fully taught, little heed was paid. Shortly before the Nor- 
wegian débacle, criticism was so great that Mr. Chamberlain 
made Churchill a kind of Minister of National Defense and 
gave him a special position in the Cabinet. But before that 
arrangement really became effective, the Chamberlain govern- 
ment fell and Mr. Churchill was Prime Minister. Then he 
became Minister for the Codrdination of Defense in propria 
persona as well as titularly with reservations as to what his 
terms of reference were. As a spiritual leader Mr. Churchill 
has been without a peer. As a strategist his expertness is now 
being tested. On the civil, industrial, economic and diplomatic 
side, praise cannot be so undiluted. Criticism in the British 
Parliament and press has been persistent. Complaints have 
been made that there is no clear theory of the War Cabinet. 
Should it be a supernumerary body advising those who really 
do the work? Should it be composed of men who have served 
their party and have become eminent in it? Should it contain 
men who have been successful in departmental administration 
and who are thus given an accolade of distinction which raises 
them above their fellows? Or should the theory be that of 
Lloyd George, that the directing body be composed of the 
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ablest available men who should be relieved of departmental 
responsibilities—of parading and signing—which would make 
them “too busy to think”? The London Economist remarked 
not long ago in respect of the British Cabinet, that there was 
too much wood in it—Kingsley Wood, Greenwood and dead 
wood. 

In the United States we have been witnessing tremendous 
activity, but is it codrdinated activity? Have we any machinery 
to collect the information which is necessary so that policies 
can be decided upon intelligently and their effective implemen- 
tation provided for? Of course our system of government relies 
on a single rather than a collegial executive. Our Chief 
Magistrate is Commander-in-Chief of the Army and Navy as 
well as President. That is both a strength and a weakness. 
It is a strength because decisions can be made more rapidly 
than if they had to be considered by a War Cabinet—although 
from 1916 to 1918 there was no intimation that decisions were 
being delayed because Mr. Lloyd George had put himself, so 
to speak, in commission. It is a weakness because, when de- 
cisions are made by one man who is not in commission, so to 
speak—who has no machinery to advise him and encourage 
him and warn him—there is less of a guarantee that they will 
be intelligent. There is strength because power and responsi- 
bility are concentrated, and weakness because of reluctance to 
transfer power. 

More specifically, what I mean is this: the United States 
has nothing resembling the British Committee of Imperial De- 
fense or a War Cabinet or a War Cabinet Secretariat to study 
and investigate and report, to record and transmit decisions to 
those who are to carry them out. It has no Ministry of Supply 
or Munitions. We have no coérdinating mechanism save the 
President. We have nothing resembling the extremely efficient 
German organization which Mr. Hanson Baldwin described in 
the Times last Sunday. 

What has the United States that remotely resembles the four 
staffs which Mr. Baldwin described? We have a Joint Board 
on which the Army and Navy are equally represented. There 
must be many problems which it has not been able to resolve 
and on which it, therefore, reaches a triumphant and harmo- 
nious agreement to postpone their consideration. Where in 
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Washington have we any organization which brings in, for 
planning and execution purposes, diplomacy, production, eco. 
nomic warfare, propaganda and so on—the 75 per cent of the 
national effort which twenty-five years ago General Robertson 
said was more important than the effort which he headed? 

In this year of 1941, totalitarian warfare, to be intelligently 
directed, requires the transfer of sufficient authority to a body 
so constituted that it can command the knowledge necessary 
for it to make intelligent use of its authority. That is possible 
in a democratic state without excessive sacrifice of democratic 
values. There is no public opinion which would oppose the 
creation of such a body. Only a rash man would attempt to 
prepare a blueprint which would be the best blueprint, given 
the temperament and habits of work of the occupant of the 
White House and of the occupants of the State, War, Navy 
and other Departments. But one or two principles can hardly 
be objected to. There must be machinery to codrdinate diplo- 
matic, military, naval, economic and financial policy. That 
machinery must be manned in part by men who must be 
divorced from routine departmental detail. It must be worked 
in part by men who will be able to implement policies decided 
upon. Under our system of government such a body would 
have to be advisory to the President. But such a body could 
make it certain that the President had adequate information 
on which to base his decisions and such a body could supplant 
a system or a lack of system which is bound to lead to catas- 
trophe. 

Admirable though our progress may be in certain directions, 
strenuous though the efforts may have been that have con- 
tributed to that progress, I wonder whether it may not turn 
out that very essential things have been overlooked, that first 
things have not been put first, and that we will discover, after 
a tremendous effort has been made, that a large part of it has 
been nullified because insufficient thought preceded action. 
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REMARKS BY THE CHAIRMAN 


CHAIRMAN Burcess: Thank you very much, Mr. Rogers, for 
an extremely interesting talk, about which we need to think. 

We turn now from the general picture to more specific problems, 
and we shall consider the question of the basis for priorities and price 
controls. The speaker is a man who is well known to you, formerly 
Professor of Economics at the University of Chicago and the Uni- 
versity of Iowa, and, for the past sixteen years, a member of the staff 
of the Brookings Institution and author of some of its most effective 
volumes. Professor Charles O. Hardy! 
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THE BASIS FOR PRIORITIES AND PRICE 
CONTROLS 


CHARLES 0. HARDY 
The Brookings Institution, Washington, D. C. 


r | SNHE topic on which I have been asked to speak obviously 
ties in very closely with Professor Williams’ remarks, 
the whole subject of the movement of prices and the 

control of price movements during time of war or defense 

emergency, involving, on the one hand, broad general controls, 
to which he gave most of his attention, effected through mone- 
tary or fiscal policies. 

Before I say anything on this specific topic, I want to express 
my entire agreement with 99 per cent of what Professor 
Williams has said. The only thing I disagree with is the 
conclusion which he reached; it was not the conclusion that I 
would draw from the identical introduction and body of data. 
It is perhaps significant that he, having given particular atten- 
tion to the analysis of fiscal and monetary policies, concludes 
that specific measures of control must come first, and fiscal 
second and monetary third, while I, with a background of 
special study of the subject of specific price control, come to the 
conclusion that the order should be monetary first, fiscal second 
and specific controls third. 

It is, of course, impossible to discuss within the limits of a 
twenty-minute paper all the important issues of policy in con- 
nection with prices and priorities that will come to the front 
under the peculiar conditions of war or of intensive prepara- 
tion for war. Price control and priority regulations are inti- 
mately related to one another, since a large part of the function 
which is performed by the price system in an unregulated 
private economy is taken over by the Priorities Administration 
in cases where prices are regulated. 

Both subjects involve two quite distinct sets of problems; 
namely, those that are associated with the prices paid by the 
government and the preferential treatment of government 
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orders, and those that involve the control of prices paid by 
civilians in their dealings with one another and the priorities 
given to one type of private order over another. Price and 
priority control in connection with government business is very 
old, but the World War was the first conflict in which our 

vernment undertook any comprehensive control of prices 
paid by civilians in their dealings with one another, or the 
order of preference in which nongovernmental orders were 
filled. 

There is little ground for dispute as to the advantage, in a 
serious war emergency, of establishing a specialized, centralized, 
administrative body to set maximum prices for standard goods 
that are bought by the government, and to make and enforce 
regulations concerning the priority to be given government 
orders. Control of prices paid by the government is not 
really price control at all; it is merely centralized bargaining 
backed by the power of the government to commandeer and 
requisition property in the event that agreement cannot be 
reached as to proper prices. 

The necessity for special controls over the prices that are 
paid by the government is due to the fact that in numerous 
cases its urgent demands are so great and the capacity of the 
country to produce the articles in question is so inelastic that 
satisfaction of the government’s demand necessitates drastic 
curtailment of private use of the commodity. In the absence 
of control, demand would so exceed supply that the price would 
temporarily shoot to fantastic heights if competition were 
maintained. 

For example, in the spring of 1917 quotations for copper, 
steel and coal ran up to fantastic heights, not only in terms of 
pre-war standards, but also in comparison with the costs that 
were involved in operating nearly all plants at full capacity. 
These quotations were not at all representative of the prices 
that were paid by consumers for the bulk of the output that 
was sold that summer. They were spot prices, and the bulk of 
the output was sold by contract at prices that were far lower. 
But these spot quotations were published and generally accepted 
as indicative of the necessity for control, although they 
certainly could not have been maintained when existing con- 
tracts ran out and producers had something to sell. 
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They could not have been maintained, that is to say, unless 
they were accepted by the government as the basis of its 
purchases. The government’s demands were so large, how- 
ever, and so urgent that if no centralized control had been 
established, purchasing agents of the Army, the Navy, the 
Allies, and other governmental agencies, competing against one 
another, as well as against the general public, would probably 
have taken these spot quotations seriously. Moreover, it was 
generally believed that should the government commandeer 
plants or requisition supplies the courts would accept the spot 
quotations as a basis for determining compensation. Price 
control in basic materials was therefore established and there 
was no difficulty in securing agreements with leading pro- 
ducers to accept government orders at prices far below the peak 
of the spot market. 

Of course, if civilian prices are left free to rise above govern- 
ment prices, it becomes necessary to insure priority for govern- 
ment orders either by contract or by regulation, but if this can 
be done there is no obvious reason why price control need be 
extended to all commodities for which the government’s de- 
mands are so great that a sharp contraction of civilian con- 
sumption is necessary. 

It is everywhere agreed, however, that there are some cases 
in which, under the conditions of scarcity that appear during 
a war, it is not wise to leave the market for civilian goods and 
services as free as it is in peace time. In some cases the 
government absorbs so much of the supply that the control of 
the remainder becomes virtually a monopoly, whereas under 
peace-time conditions the public would be protected by ade- 
quate competition. In other cases where there is still com- 
petition—as was the case with wheat during the World War— 
price control is instituted because the commodity or service is 
so essential to the maintenance of the physical welfare or 
customary standards of the population that rationing a short 
supply by sale to the highest bidder would give the wealthy 
purchaser an advantage that is deemed intolerable. The best 
illustration, perhaps, is afforded by drugs and vaccines. 

It goes without saying that in any case where there is a 
genuine shortage, and where price is held by authority below 
the level which it would reach if left to the control of com- 
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petition, some scheme of rationing is necessary. Unless at 
the fixed price demand is greater than supply, price control 
would be pointless, and if demand is greater than supply, some 
one must decide who is to go without the commodity, although 
willing and able to pay for it. If the rationing is not done by 
the government it must be done by dealers and distributors, 
presumably on the principle of taking care of their best 
customers first; and the allocation secured in this way is not 
likely to be any better, socially speaking, than the allocation 
effected by letting the price go up to the point where demand 
will be no greater than supply. 

Differences of opinion arise as soon as we attempt to dis- 
tinguish the cases which call for centralized control from those 
which can just as well or better be left to the market. During 
the World War this difference showed itself in the respective 
policies of the Food Administration and the War Industries 
Board. The War Industries Board, which dealt chiefly with 
raw materials and half-finished products, approached the 
problem primarily from the viewpoint of the government as a 
buyer. Its first interest was to see that the government paid 
no more than it should pay. Its secondary interest was in pro- 
tecting the public in those cases where the government’s de- 
mands were so large that a very great advance in prices would 
have followed, under free competition. It refused to deal with 
any commodity of which government purchases were not large 
enough to “ upset the market ”’. 

The Food Administration, on the other hand, appears to 
have believed that it was desirable to regulate all prices within 
the field of its jurisdiction, regardless of whether there was any 
shortage or not. Many of its activities were directed to keep- 
ing food prices from advancing in line with the general level 
of money incomes. 

This same difference of opinion exists today. To a very 
large extent the administration of the defense program is in 
the hands of individuals who believe that the price system is 
not a good system of allocating economic goods and apportion- 
ing incomes either under peace conditions or under war con- 
ditions, and is confident of its ability, through price control and 
rationing, to improve upon the working of a system of freely 
moving competitive prices. 
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This is the basic issue today with regard to the relations 
between government and industry. Is there a presumption in 
favor of free markets with control only in exceptional cases, 
or vice versa? The question is primarily one of priorities or 
rationing rather than of prices, though price must be controlled 
if rationing by authority is to be effective. 

Take the case of aluminum, for instance. The government 
will use most of the output, and civilian consumption must be 
cut far below customary peace-time standards. How is the 
residue available for civilian consumption to be distributed; 
from what uses should aluminum be withdrawn? The price 
of aluminum is not important from the standpoint of the total 
cost of living, for only a small fraction of the total national 
income is spent for it. What is important is that aluminum 
shall be available, first, for those uses in which a small quantity 
of the metal adds a great deal to the utility of some product, 
and in which there are no substitutes that are almost as good 
and are relatively abundant. If the rationing is done by 
authority, that authority will undoubtedly endeavor, by study. 
ing census and trade reports and by questionnaires, to determine 
which buyers of aluminum use it in such ways that a small 
amount serves a highly important use, and eliminate those uses 
where substitution can readily be effected. For example, they 
would make aluminum available for certain alloys in which a 
small mixture of aluminum adds greatly to the value of a large 
quantity of cheaper metals. It would also presumably be made 
available for small parts in radios and in other delicate 
machinery. It would be eliminated from use for pots and 
pans, and probably as a substitute for copper in transmission 
wires. 

But this allocation, which an intelligent bureaucracy would 
strive for, is substantially the allocation that would be brought 
about by a sharp advance in price. The bureaucracy must 
spend an immense amount of labor in collecting the information 
necessary to accomplish a purpose which would be brought 
about with much less labor and, in my opinion, just as accur- 
ately, if the government did nothing but let the price go up 
enough to cut down the demand to the dimensions of the supply. 

It will be objected that such a procedure would give un- 
necessary profits to the fortunate owners of aluminum plants 
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or stocks of secondary metal; and there is force in this objec- 
tion. It is my understanding that the Aluminum Company of 
America does not want the price to go up in harmony with the 
demand and supply situation, because of the adverse effect on 
public opinion, though the collectors of scrap aluminum have 
no such inhibitions. 

The logical solution for cases of this sort, where there is a 
single fairly homogeneous product, the supply is inelastic, and 
the government’s needs are sufficient to upset the market, is for 
the government to buy the entire output on a basis that yields 
producers no more than a fair return, and then resell part of 
the product in the open market to the highest bidder, after 
providing for its own needs, including those of subcontractors 
on government work. This would do away with the necessity 
both for direct price control and for rationing. It would be in 
effect a 100 per cent excess profits tax on the difference between 
the fair price to producers and the value to the consumers for 
the most important uses. Modifications could readily be in- 
troduced to permit sales at cost for uses that were deemed 
socially important though economically unable to compete. 
Commodities, like sugar, where it might be deemed important 
to subsidize public consumption, could be sold at a price below 
what the market would bear, though this would involve ration- 
ing, and would be worth while only in the event of a severe 
shortage. 

There is one other point, and it applies equally to the plan 
just suggested and to the alternative plan of price regulation. 
If producers are fairly numerous, either a flat government 
purchase price or a uniform price fixed by regulation will be 
unduly profitable for some, or else it will be too low to cover 
the costs of others. Under ordinary peace-time conditions, the 
high-cost producers may be able to operate only in periods 
when demand is unusually strong; in war time it may be 
essential to secure their full output. The solution arrived at 
in the World War was to fix a bulk line price high enough to 
cover the costs of the highest cost producer whose continued 
operation was necessary to get 80 or go per cent of the full 
theoretical capacity output, and let the low-cost producers make 
all the profit they could. In the case of copper a long price 
controversy between the industry and the War Industries 
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Board, and later the Price Fixing Committee, resulted from 
the efforts of small unimportant high-cost companies to get a 
price that would be profitable for them. The volume involved 
was less than 10 per cent of the total. Companies producing 
at least 80 per cent of the total conceded that their costs would 
be covered at a price far lower than the lowest price that figured 
in the dispute. 

Such cases can be dealt with much more simply under a pro- 
gram where the government is the sole primary buyer, than 
under a scheme of general price-fixing. Obviously, there is 
no reason why the customer who buys from a high-cost producer 
should pay more than one who buys the identical product from 
a low-cost producer. But there is no reason why the govern- 
ment should not make separate contracts with individual pro- 
ducers for their entire output at negotiated prices, taking into 
consideration their individual costs, just as public utility com. 
missions fix rates for power on the basis of the costs of the 
individual producer and disregard those of other power com- 
panies. The government, having bought the entire output at 
these varying prices, can pool its entire stock and sell it in any 
way it pleases. In some cases this might be average cost, or 
less than average cost, if it were desired to subsidize a particular 
class of consumers. But, as was indicated above, the soundest 
general policy would be to sell at the highest price that would 
clear the market, and use the profits to finance the defense pro- 
gram. I know of no element of national income which could 
more appropriately be taken over by the government in this 
emergency than the surplus values which represent the excess 
utility of the scarce commodity for highly important uses over 
the cost of producing it in bulk in quantities sufficient to pro- 
vide for less important uses in peace time, and for government 
needs in war time. 

Of course, the method of individual bargaining with pro- 
ducers is not applicable to cases like lumber and most agri- 
cultural products, where there are thousands or millions of 
producers. If there is a shortage in such a case it would still 
be advantageous for the government to buy the whole output 
at a price which would stimulate desired production, and sell it 
at a price based on market conditions. But it would be im- 
possible to negotiate with producers on the basis of individual 
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costs. Price-fixing also runs into serious difficulty in these 
cases, and resort must be had to very rough approximations 
in determining a price that is fair to the producer. 

An especially difficult problem is presented by the control of 
wages. In so far as the level of wages is determined by free 
individual bargaining in a market involving great numbers 
both of employers and of employees, there is no reason to 
anticipate any more need for governmental interference in war 
time than in peace time. Wages in different types of employ- 
ment are likely to change, but the new scales will presumably 
reflect the new differences in the value or productivity of differ- 
ent types of labor, and there is no reason why such readjust- 
ments should be obstructed. Even general increases occurring 
in times of rapid inflation are desirable, reflecting the readjust- 
ment of a particular kind of income to the increase in the total 
income. 

Collective bargaining, however, presents a special case, and 
here the prospective need for control is greater, and incidentally 
the administrative difficulties are less, than is the case with 
individual wage bargains. The need for control is greater 
because major labor organizations are so powerful that at a 
time when there is urgent need for increased and united effort, 
they can, if they choose, extort unnecessary wage increases. 

It seems desirable, therefore, that as a part of any general 
program of price control, provision be made for governmental 
review of all collective bargains involving, say, fifty or more 
employees, with power in the Price Administration or an 
auxiliary labor administration to veto or modify agreements 
involving a change of compensation for the same service. 

The administration of such a power, if it is to be useful, must 
be governed by the following purposes: (1) to encourage the 
absorption of unemployed labor; (2) to permit prompt adjust- 
ment of wages to any rise in the cost of living that is due to 
fiscal and monetary inflation, but not to increases that reflect a 
decreased supply of goods and services; and (3) to discourage 
any tendency for the rate of inflation to be accelerated by wage 
increases running ahead of the general income expansion and 
thus encouraging further expansion of credit. 
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REMARKS BY THE CHAIRMAN 


CHAIRMAN Burcess: Thank you, Dr. Hardy! 

We now come to the last paper in this very broad range of subjects. 
It will be presented by Mr. Edward S. Cowdrick, consultant in in- 
dustrial relations, who will deal particularly with management’s view 
of government labor policies in defense industries. Mr. Cowdrick! 
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MANAGEMENT’S VIEW OF GOVERNMENT LABOR 
POLICIES IN DEFENSE INDUSTRIES 


EDWARD S. COWDRICK 
Consultant in Industrial Relations 


up as the mouthpiece of management, and a naive and 

inexperienced reporter who would hope to discover una- 
nimity among industrialists upon any given subject. For the 
thing we call management is not a homogeneous mass. It is a 
conglomerate of hundreds of thousands of individuals—Demo- 
crats, Republicans and New Dealers; Catholics, Protestants and 
Jews; conservatives and liberals; leaders and followers—with 
opinions no more in mutual agreement than those of congress- 
men or theologians or college professors or members of the 
Academy of Political Science. A self-appointed interpreter 
for this group faces the peril of substituting his own views for 
those of the persons for whom and about whom he attempts to 
speak. I am sensible of this danger in my own case. Prob- 
ably much of what I shall have to say represents the views of 
no one except myself. 

If there is one point upon which managerial thought is rel- 
atively unanimous, it is in support of the government’s pro- 
gram of national defense—this in spite of the fact that for the 
last eight years a substantial fraction of business opinion has 
been out of harmony with some of the domestic policies of the 
government at Washington. But domestic policies have lost 
much of their importance in the face of an emergency in foreign 
relations. I may not like the chief of the fire department; I 
may wish earnestly that another had his job, but when my roof 
is burning I should be both a bad citizen and a foolish house- 
holder if I did not codperate to the limit with his efforts to 
put out the blaze. 

Business management yields to no other element of American 
society in patriotism and loyalty. It is willing to have its 
record in support of the defense program compared with that 


if would be a presumptuous speaker who would set himself 
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of any other group of citizens. Its concern with government 

labor policies, and particularly with conditions that bring about hi 
interferences with defense production, is based upon considera- 
tions both of patriotism and of self-interest. 

The last few weeks have seen a plague of strikes in defense 
industries, with work stoppages, slow-downs, and sabotage so 
shrewdly distributed that the interference with production has 
been out of all proportion to the number of men engaged. It 
soon became apparent that certain labor organizations were’ | 
making deliberate efforts to find out how far they could go. 
These disturbances aroused a storm of public protest, which | 
soon was reflected in the halls of Congress. Public sentiment, 
which for years had been moving far over to the side of labor, 
swung back sharply. There were demands for governmental 
restriction of strikes, and these demands soon took the form of 
bills introduced in Congress. Some of these measures still are 
pending. 

Industry has grave doubts about the wisdom or effectiveness 
of anti-strike legislation, compulsory arbitration, or seizure of 
strike-bound plants by the government. It believes these laws 
would be difficult of enforcement, that they would be unduly 
repressive, and that the expected advantages would be small 
compensation for the invasion of the rights of citizens. It 
realizes that government restriction of labor would be accom- 
panied by even more severe restriction of business, with the 
result that governmental regulation, already at an all-time 
high, would go even further. This does not mean that in- 
dustry has closed its mind against anti-strike legislation. It 
realizes that conditions in the future may make such legisla- 
tion necessary. But it hopes a final resort to restrictive meas- 
ures may be avoided. 

For the present epidemic of strikes, the main causes may be 
classified as follows: 

1. Economic. Rising industrial activity always brings labor 
demands and unrest. 

2. Subversive. To an undetermined but probably a con- 
siderable extent, some recent strikes appear to have been in- 
fluenced by elements hostile to the American form of govern- 
ment and to the capitalistic system of enterprise. 
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3. Political. The national administration for eight years 
has been partisan in favor of labor. It has considered union- 
ization a desirable end per se, toward the attainment of which 
it has thought the aid of the government properly might be 
exerted. It is no more than natural that labor organizations 
should rely upon this government support until they find out 
the extent of its boundaries. 

To the extent that strikes are due to economic causes, the 
proper functions of the government are somewhat limited, at 
least as long as conditions remain approximately normal. 
Unless the country actually is at war, and perhaps even if it 
were, few of us would favor forbidding a worker to demand 
higher wages when employers are competing for his skill. 
We do not want a Hitlerized labor movement in America. 
Government, national and local, can and should maintain 
order and protect the rights of men who want to work. Prob- 
ably states should prohibit mass picketing. Government can 
and should furnish effective and intelligent machinery for 
mediation—and in this field excellent work is being done by 
the United States Conciliation Service and by the recently 
organized National Defense Mediation Board. If conditions 
should become more critical, especially in the event of Amer- 
ican participation in war, the federal government might be 
justified in requiring a “cooling off period ” and in prohibiting 
strikes called otherwise than by secret ballot by the men con- 
cerned. Please do not misunderstand me. I am not at present 
recommending even these comparatively mild measures; but 
if eventually it should become necessary to legislate on the 
subject of strikes, this might be a good way to start. 

Subversive influence in labor disputes is a part of a much 
larger problem—subversive elements in American society as a 
whole. This problem lies in the domain of the Department of 
Justice and the Federal Bureau of Investigation, rather than 
in that of labor relations. If any legislation is needed to 
facilitate handling the labor aspects of this subject, it should 
perhaps be in the direction of making it easier for employers 
to get rid of spies and saboteurs without running afoul of the 
National Labor Relations Board. Industrial management 
wants to codperate with the government to the fullest extent in 
this matter, but it is anxious to avoid injustices to loyal work- 
men who may happen to be under unwarranted suspicion. 
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This brings us to the political causes of strikes. Organized 
labor quite understandably believes that it is a partner of the 
national administration, entitled to indefinite continuance of the 
special privileges which have been built up over the last eight 
years. Now we find this policy of the government coming into 
direct collision with the program of national defense. Some- 
times this leads to strange inconsistencies. During a recent 
much publicized strike, responsible officials of the government 
called upon the company as a patriotic duty to resume opera- 
tions and notify its entire force to report for work. Some of 
the men responded to this plea, in the face of threats from the 
striking union that they would lose their jobs in the final settle- 
ment. We do not yet know what will be the ultimate outcome 
of this controversy, but it should be pointed out that the 
National Labor Relations Act expressly sanctions closed shop 
contracts, which easily can be made to implement just such 
threats as those that were made against the workers who went 
back to their jobs at the request of the government. Also it is 
interesting to note that not far from the time of the incident 
just related the National Labor Relations Board found another 
company guilty of an unfair labor practice because it solicited 
striking employees to return to work. 

These incidents are cited, not because they were particularly 
important in themselves, but because they illustrate the incon- 
sistent position into which the government has maneuvered 
itself by trying to conduct an all-out national defense program 
and at the same time to maintain an attitude of partiality 
toward organized labor. The only thing that will clear up 
this situation is a courageous facing of facts by the government 
and a reéxamination of the national labor policy, particularly 
with respect to collective bargaining. I shall not dodge the 
issue. What I am talking about is a thoroughgoing revision 
of the National Labor Relations Act. 

Some have the mistaken notion that the fault has been mainly 
in administration, not in the law itself, and that changes in the 
personnel of the Board and of its staff have made amendments 
to the law unnecessary. To this argument the record of the 
Board in the courts, showing that in the vast majority of cases 
its decisions have been in accordance with the statute, should 
be a sufficient answer. Probably it is true that in some respects 
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the Board has leaned over backward in its favoritism to unions 
and that in discretionary matters it has taken too seriously its 
supposed duty of aiding in the organization of labor. But on 
the whole it has administered the statute as it was written by 
Congress. The primary fault lies, not with the Board, but with 
the law. 

We are not here concerned with the question of whether 
Congress acted wisely or unwisely in enacting this law. I have 
some positive opinions on this point which on other occasions 
I have not hesitated to express. However, we are dealing now 
with a practical situation, and all of us should realize that we 
cannot go back to where we were at the beginning of 1935 and 
start over again. We must start from where we are now and 
deal by practical methods with existing conditions. What I 
am proposing is a minimum program for amending the law in 
the direction of workability and an approximation of fairness. 

1. Employees should be accorded the right to organize and 
bargain collectively, if they want to, without interference or 
coercion by any one. The present law forbids interference by 
employers, but leaves the field wide open for coercive measures 
by fellow employees, by employees of other companies, or by 
outside organizations. The unfairness of this discrimination 
by the government is a glaring defect in the law, in spite of 
all the specious arguments by which some labor organizations 
and their sympathizers have sought to justify it. 

2. Partly as a means for securing even-handed justice in the 
prevention of coercion and interference, the law should take 
cognizance of unfair labor practices committed by workers and 
their organizations, not simply of those committed by em- 
ployers. This does not mean that the National Labor Rela- 
tions Board should be burdened with police power. The 
purpose would be attained if the law were amended by pro- 
viding that workers or organizations guilty of unfair labor 
practices could not be certified as collective bargaining agencies 
or avail themselves of the services of the Board. Through this 
sort of an amendment it would be possible, if it should ever 
become necessary, to put restrictions upon the unlimited right to 
halt work in defense industries. It might, for example, be made 
an unfair labor'practice to call a strike except in accordance with 
the wish of the workers concerned, expressed through a secret 
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ballot; to call a strike in a jurisdictional quarrel or simply for 
the purpose of organization ; to intimidate communities by mass 
picketing, or to use “ professional ” pickets not previously em. 
ployed at the plant; to strike in violation of contract or in 
defiance of whatever public or private mediation machinery is 
available for settling the questions at issue. 

3. The right of self-organization should not be extended to 
supervisors or to other employees who properly may be con- 
sidered a part of management. The law as now interpreted 
places many employees of the higher brackets in strange and 
inconsistent situations. FForemen and sometimes other salaried 
employees are considered representatives of the management 
and the employer is held responsible for their actions. On the 
other hand, all employees, presumably even vice presidents, 
have the right to form unions of their own or to join those of 
the wage-earners. Sometimes factory watchmen, among whose 
duties is that of preserving order among employees, are in- 
cluded in the same unions with the men whose disorderly con- 
duct in the event of strikes they might have to restrain. 
Certainly in the present critical national situation, management 
should be protected against divided loyalty within its own 
family. 

4. The right of free speech should be guaranteed to em- 
ployers, who should be permitted to express opinions on union- 
ism and collective bargaining, especially when requested to do 
so by employees, provided no coercion is involved. The labor 
act has been administered on the theory that it forbids some of 
the most natural and necessary communications between work- 
ers and management. In some of its decisions the Board has 
gone to extreme lengths in enforcing this supposed requirement 
of the statute. In one case an employer was found guilty of 
an unfair labor practice because a reprint of a speech delivered 
on the floor of Congress was distributed to his employees. This 
issue of free speech is one upon which the United States 
Supreme Court has not yet ruled conclusively. It should be 
cleared up by an amendment expressing the deliberate purpose 
of Congress as guided by the Constitution. 

5. Craft unions and independent unions should be protected 
wherever they are the free choice of employees. If these 
organizations are suspected of employer influence they should 


[346] 


lil 


be 
ill 
E 
| u 
| B 
| 
pl 

| tit 
c 
| ta 
| ow 
| be 
| 
se 
| 
0 
a 
e 
de 
N 
4, 
la 


No. 3] MANAGEMENT AND LABOR POLICIES gI 


be allowed to purge themselves through the discontinuance of 
illegal practices, without being destroyed or “ disestablished ’’. 
Employees should be permitted to choose any collective 
bargaining agencies which are not unlawful or subversive or 
under the continuing domination of employers. 

In its enforcement of the law, the National Labor Relations 
Board has ordered the disestablishment of many unaffiliated 
unions which appeared to be the sincere choice of the employees 
and which were defended on the ground that they were accom- 
plishing real collective bargaining and improving labor rela- 
tions. Usually these adverse rulings were based upon the 
charge that the organizations had received tangible or in- 
tangible support from the employers and that therefore they 
were “ company dominated”. Sometimes these charges were 
based upon evidence that an unaffiliated union was the suc- 
cessor, or even a successor of a successor, of an employee repre- 
sentation plan which had been supported by the employer—a 
sequence of supposed illegality somehow reminiscent of a stage 


song a few seasons ago, the refrain of which ran something 
like this : 


I’m an illegitimate daughter of an illegitimate son, 
Of an illegitimate nephew of Napoleon. 


That liberalization of employees’ rights freely to select their 
own collective bargaining agencies must come from Congress 
and not from the courts, as well as that under the present law 
employees really are not free in this respect, was shown by the 
decision of the United States Supreme Court in the Newport 
News Shipbuilding and Dry Dock Company case (December 
4, 1939). In upholding a Labor Board decision which out- 
lawed a plant organization of employees, the court said: 


The court below agreed with the respondent that, as the committee 
had operated to the apparent satisfaction of the employes; as serious 
labor disputes had not occurred during its existence; and as the men at 
an election held under the auspices of the committee had signified their 
desire for its continuance, it would be a proper medium and one which 
the employer might continue to recognize for the adjustment of labor 
disputes. The difficulty with the position is that the provisions of the 
statute preclude such a disposition of the case. . . . In applying the statutory 
test of independence it is immaterial that the plan had in fact not en- 
gendered, or indeed had obviated, serious labor disputes in the past, or 


[347] 


| 
| 
| 
0 
r 
f 
t 
yf 
d | 
is | 
ye 
se | 
‘| 


92 AMERICA FACES THE FUTURE [Vor. XIX 


that any company interference in the administration of the plan had 
been incidental rather than fundamental and with good motives. It was 
for Congress to determine whether, as a matter of policy, such a plan 
should be permitted to continue in force. We think the statute plainly 
evinces a contrary purpose, and that the Board’s conclusions are in 
accord with that purpose. 


6. An employer should not be required to recognize unions 
that are under subversive leadership or that teach or practice 
anti-American doctrines. Under the present law a union can 
be certified as exclusive bargaining agency and the employer 
can be forced to deal with it, even though he and everybody 
else may know that its leadership is out of sympathy with the 
American form of government and the American economic 
system and even though the Federal Bureau of Investigation 
may believe its membership includes spies, fifth columnists and 
saboteurs. 

In a recent Labor Board hearing counsel for the employer 
made the charge that the union concerned was under Com- 
munist domination. The Board chairman said the charge was 
irrelevant, adding with complete accuracy that the law as 
written by Congress “‘ makes no distinction between Left organ- 
izations and Right organizations.” 

7. No one nowadays would advocate that an employer should 
be permitted to discharge a worker simply because of union 
membership. Protection against this kind of discharge prop- 
erly belongs in the law. However, the government should not 
undertake to protect the jobs of disloyal or insubordinate em- 
ployees, of persons who damage machinery or interfere with 
production, or of strikers who are guilty of violence. Every 
experienced person knows that as the law is now administered 
it is exceedingly difficult to get rid of an active union man, 
almost regardless of the offenses of which he is guilty. In 
some cases actions which look like pure insubordination, to 
persons not initiated into the mysteries of Labor Board reason- 
ing, have been held to be demonstrations of union activity or 
“ partial strikes’ and therefore privileged. 

8. One of the things left to the discretion of the National 
Labor Relations Board is the fixing of collective bargaining 
units. The Board has interpreted the law so as to permit 
establishment of units larger than the single plant or even 
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larger than the single company. For example, a C.I.O. union 
was designated as exclusive bargaining agency for all the long- 
shoremen on the Pacific coast, regardless of the preferences of 
local groups. Ina later decision the Board ordered a company 
to bargain with a designated union for the employees of six 
plants, although it was conceded that in one of the largest of 
these plants the union was opposed by a majority of the workers. 
This kind of administration, whether or not it is in accordance 
with the existing terms of the law, means that whole groups 
of employees are liable to be forced to deal with their employer 
through organizations to which they do not belong and with 
which they want nothing to do. The law should be amended 
so that, except with the consent of all parties concerned, the 
bargaining unit can be no larger than the single plant. 

g. An employer solicited by two or more labor organiza- 
tions, or in doubt whether his employees favor any form of 
collective bargaining, should have the unqualified right to 
secure a Labor Board election without undue delay. This is 
now at the discretion of the Board. 

10. The law should be modified so that the Board no longer 
would have authority to require an employer to pay remedial 
back wages to men who were never on his payroll. In one 
case, acting under the prohibition against discrimination in 
“hire or tenure of employment”, the Board found that a 
company had refused to hire two men, never before on its 
payroll, presumably because of their past union activities. It 
ordered an immediate offer of employment, with back pay dating 
from the time the men applied for work. In a later decision 
this doctrine was extended to cover union members who had 
lost their standing as employees and who had not even made 
application for reémployment, on the theory that if they had 
applied they would not have been hired. 

The amendments we have been discussing by no means 
exhaust the list of those which might be adopted with beneficial 
effects upon the law and its administration. They have been 
suggested, however, as a minimum practical program, and 
their enactment by Congress would go a long way toward 
eliminating the worst of the inequities and disruptive results 
growing out of the enforcement of the National Labor Rela- 
tions Act. 
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DISCUSSION: WHAT SACRIFICES MUST WE MAKE? 


CHAIRMAN Burcess: Thank you, Mr. Cowdrick! 


Now, have you any questions, or is there any discussion? Discus- 
sion from the floor will be limited to five minutes for each speaker, 
Please give your name and business connection, if any, so that the 
stenographer may have them. Do any of the speakers want to reply 
to any of the other speakers? 


Dr. Lusin: Mr. Chairman, I would like to ask Mr. Cowdrick 
to answer a question. If the National Labor Relations Act were 
amended, would he be willing to make the same requirements of the 
employer as he would of the employee? For example, in the case that 
Mr. Cowdrick mentioned which recently came before the National 
Labor Relations Board, the charge was made that the union involved 
was a Communist union. The chairman said to the representative of 
the employer, “‘ What if you were a Nazi; would that justify me in 
ruling you out of court?” 

Now, if you are going to give employers the right to discriminate 
between Left and Right unions, would you in the process agree, 


therefore, that we can also discriminate between Right and Left em- 
ployers ? 


Mr. Cowprick: Well, I do not know just what may be the theo- 
retical implications of the question, but based upon Dr. Lubin’s 
example, I would say, ‘“ Yes; I would be perfectly willing to apply 
the same standards to employers as to employees.” 


Dr. Harpy: May I make a remark concerning that, Mr. Chair- 
man? I am just trying to figure out what this means. I can see 
how, if a union is a Communist or Nazi union, you might say that 
the employer did not have to bargain with it, but if you said the 
employer was a Communist or a Nazi, would the employees have to 
work for him? 


Dr. LuBin: In other words, it means that he forfeits his rights 
and privileges just as you are asking labor to forfeit its rights and 
privileges. 

Dr. Harpy: What rights and privileges? 
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Dr. LuBiN: To appear before the Labor Board, to get elections 
when he wants them, as was suggested by Mr. Cowdrick. If you 
want to deny labor that right because somebody believes in a given 
philosophy, whether it be Nazi or otherwise, I think you likewise 
must deny the employer those same privileges. 


Dr. Harpy: I quite agree, if what is involved is simply a special 
privilege which is to be given the employer, like securing an election, 
but it is more fundamental than that. The business can go on, 
whether or not the employer deals with a particular union. Some 
other organization will appear or he can deal with his employees. 
But the situation that you would have if employees were not required 
to deal with the employer is just anomalous; that is, the two things 
are not on a par at all. One involves whether the business shall 
be conducted at all under the present management, and the other 
does not. 


Dr. Lupin: I think that is the reason why we have a National 
Labor Relations Board. Labor has never had equal economic power 
of bargaining, as the individual employers have. 


CHAIRMAN BurcGEss: If there is no further discussion, I will 
thank the speakers for a very interesting afternoon and declare this 
meeting adjourned! 
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DEFENSE PROBLEMS AT HOME AND ABROAD 


INTRODUCTION * 


LEON FRASER, Presiding 


President, First National Bank of New York 
Trustee of The Academy of Political Science 


SHOULD like, with your kind permission, to begin with 
| a negative introduction. I am not the President of the 
Mutual Life Insurance Company of New York, however 
much one might like to be; neither am I Vice President of the 
Academy of Political Science. That is a great honor, particu- 
larly as we have President Mitchell here as our president over 
the vice presidents. I am a substitute, and a very happy 
substitute. (Applause) 

In behalf of him whom I represent, I wish first to say that 
we are concluding tonight one of the eventful sessions of this 
ancient Academy of Political Science. What has been said 
here today on the great and burning problem of the moment 
has not been lost in the halls of the Hotel Astor for the reason 
that all these remarks made by the gentlemen, most of whom 
are sitting at this table, will be promptly reproduced, dis- 
tributed to more than seven thousand members of the Academy 
and to every library, university, college and society of learning 
in the United States—not to speak of our newspapers, although 
they may not qualify as academies of learning. 

When I was asked to substitute tonight, I called up the 
presiding officer who is suffering from an ailment which though 
severe is fortunately transitory, and I asked him if he had 
any message which he would have transmitted had he been here 
tonight. 


* Opening remarks at the Third Session of the Semi-Annual Meeting. 
Mr. Lewis Douglas, Vice-president of the Academy was unable to preside. 
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He said that “ message” was too brave a word, but that 
naturally he had some thoughts. Since this was a meeting about 
production and our relations at home and abroad and “‘ America 
Faces the Future ”, he said that he had certainly two thoughts. 
One was the immediate circumstance and the other was the 
longer range, and the longer range was: What kind of world 
do we wish to live in? What kind of world would we like to 
see developed after what is happening has finished happening? 
What would we like to see if those forces which we wish to 
win, and believe will win, do win? And having answered in 
your own mind that question, then you will answer in your own 
mind the question: Shall we intervene and how shall we 
intervene? If you believe that after the conflict is over we 
should resort to the type of activity to which we resorted after 
the last conflict, that is, of isolationism, complete withdrawal, 
feeling that what we did had no consequence in the world, or, 
put the other way around, that we could do what we liked 
without any influence in the world—then perhaps there is no 
reason for intervening at all. But if you wish for a kind of 
world which I believe you do wish for, then that would be the 
controlling factor in deciding whether you would intervene 
now; and it is with that longer view, that more philosophical 
approach, that your presiding officer, who is unhappily absent, 
would have introduced this meeting. He would have added 
an immediate point, that what seems to be vital, what is vital 
today is the question of shipping. Of what use our friend on 
my right who works by day and by night to produce, of what 
use our good friend on my left who helps to guide public 
opinion in America, if we are all going to work, to sacrifice, to 
produce, and have it all lost in the middle of the Atlantic 
Ocean? 

And so your absent presiding officer would have said that the 
shipping question is the problem of the moment and the safety 
of the destination of the goods produced is equally important, 
almost more important than whether or not you produce goods 
which do not arrive at their destinations. Thus I am the 
spokesman of your presiding officer. 

He would have added that we are very happy tonight to have 
so many of our distinguished British friends at this table. 
(Applause) Their names are on the program. I shall not 
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attempt to recite their names, but I will say just this—in part 
this program is a program on the question of our production 
and of our preparedness, and I wonder whether the factor has 
been emphasized that those to whom we owe a debt for paying 
the cost of America’s initial preparedness are not the taxpayers 
but our British friends. (Applause) It is not hyperbole to 
recognize that right after the war started—it is now almost 
two years ago—and while those in authority in government in 
the United States (and I speak without criticism) were doing 
substantially nothing about it, it was the British who came into 
this market and who spent hundreds of millions of dollars, yes, 
billions of dollars, for what? To start airplane factories in 
the United States, to start munition plants in the United States, 
to train our workmen how to produce what is now being pro- 
duced. Before our good friend, the head of the production 
of the United States, was appointed, we had a head of pro- 
duction in the United States, and, oddly enough, it was a 
Britisher who started the American production for national 
defense. 

We have a curious way of repaying that particular debt 
which we have to our British friends in this emergency, and 
this is the way we do it: We asked—and this will embarass him 
—Sir Edward Peacock, director of the Bank of England, and 
we asked our good friend, Carlyle Gifford, who is around here 
somewhere, a canny and a charming Scotsman, to come to our 
country and spend their time selling out, at prices which under 
existing conditions are necessarily sacrifice prices, the assets 
of the British Isles in order to pay for the cost of this pre- 
liminary production program that has led up to the greater 
program which we are about to follow. 

I suggest to you that one of the finest things which our 
government could do at this particular moment (talking as we 
all are, not with the lips, but from the heart, truly wishing to 
help our British friends) is to desist and ask them to desist 
from trying to sell in a depressed market and under dis- 
advantageous conditions the assets which they have; for if 
they continue, they may find themselves denuded when the 
reconstruction period comes. (Applause) 

Well, I could go on at length. I could point out to you that 
a former prime minister of Belgium sits at our table, a great 
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friend of this Academy, a loyal friend of the United States. 
(Applause) But that is not my job. My job is to tell you 
about two gentlemen who have come here, gentlemen who work 
very hard. They do not work forty hoursa week. They have 
come to this Academy in response to the invitation from the 
Chairman of the Program Committee, to whom we are greatly 
indebted for the successful meeting today and for our meeting 
this evening. I refer to the head of a great American enter- 
prise, Alfred P. Sloan, Jr. (Applause) 

The first person I am going to introduce is one who has been 
attuned to what is a new development, at least since I was a 
boy; and that is quite a while. When I was a boy, we heard 
nothing about public opinion. Perhaps there was public 
opinion and we heard it, but we did not hear so much discussion 
about it. Now we have scientists in public opinion, specialists 
in public opinion, those who are closely attuned to every 
emotional reaction, and no meeting can be even a semi-success 
unless you find a person who has discovered this new, great, 
modern, penetrating and possibly constructive philosophy. 

We have a fellow here tonight who was born in Iowa. That 
is where the tall corn grows. After having been born in the 
tall corn, he exposed himself to Harvard University, a curious 
mixture. But he could only stand it for three years, and he 
was graduated from the four-year course in three quarters of 
the required time. That was tall corn. 

Now, Cowles (pronouncing the name Céles)—I am right 
about that because I have talked to him about it—touches public 
opinion and its methods at every point. If you like to look at 
pictures, he is vice president of Look Magazine. I have no 
free subscription for it, either. He is a trustee of the Associ- 
ated Press. He is president and editor and manager of one of 
the great papers of the Middle West, and if you do not know 
the name of that paper (I do!) you just look right on your 
program and you will find what the name of it is. 

In addition to that, he is in the radio business. Finally, and 
that is something we will discover in a moment, some people 
say he is in the talking business. We will give him a chance 
at that in a moment. 

The latest thing which has brought him into particular 
prominence—and there have been a whole series of things—is 
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the fact that he has recently been in Great Britain. He went 
around to many parts of Great Britain. He could give us 
extremely interesting reports of what he saw, what he heard, 
and what he did, but he has preferred to approach the subject 
from a rather different angle, saying that perhaps there are too 
many reporters in the world and that he will give rather im. 
pressions, views, opinions of the situation abroad. 

I asked him a moment ago if he had a title for what he was 
going to say, and he said he had no title, but “ since the title 
of the sessions today is ‘ America Faces the Future’, I prefer 
to talk about ‘ The Future America Faces’”’. (Applause) 
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THE FUTURE AMERICA FACES 


JOHN COWLES 
President of The Minneapolis Star Journal 


T the time of the first World War, Lord Northcliffe, 

A the famous British newspaper publisher, told a story 

that may be worth recalling tonight. Northcliffe 

said that Bismarck was once asked what he regarded as the 

most important fact of modern history. Without a moment’s 

hesitation, Bismarck replied: ‘‘ The fact that America speaks 
English.” 

I suspect that before a very long time has passed the present 
rulers of Nazi Germany will come to realize that Bismarck 
was right. 

Although, like everyone else, I am deeply distressed by the 
successes that Hitler has had in the Balkans and elsewhere in 
recent weeks, I am not in the slightest disheartened as to the 
eventual, ultimate outcome. Despite Hitler’s temporary suc- 
cesses—and no matter what additional ones he may have—I 
do not believe that in the final windup he is going to win this 
war. 

I do not mean to imply that the whole situation, from every 
angle, is not far graver than most people comprehend. It is 
infinitely more serious than most Americans realize, and the 
sooner they come to appreciate the true facts, the better. 

At the moment we are in the midst of Hitler’s long-heralded 
spring blitzkrieg, the thing that has been discussed and feared 
forso many months. Probably we have not seen the worst of 
ityet. Possibly the Germans will be able to drive through and 
close the Suez Canal. Possibly, by driving west in North 
Africa or by invading Spain, Hitler will be able to close the 
western entrance to the Mediterranean entirely. Possibly the 
whole Mediterranean area will be lost. Probably the German 
blitz-bombing attacks on Britain will become worse. Probably 
the German submarine and raider and dive-bomber attacks on 
shipping in the Atlantic will become even more critical. 
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But gravely serious as these developments would be, they do 
not necessarily mean that Hitler is going to win the war, for 
there can be no real peace in the world, no final end to the 
war, until the whole menace of Hitlerism is destroyed. 

Gradually, slowly but steadily, people all over America are 
coming to realize that fact. In a democracy as large as the 
United States, public opinion forms slowly. It takes many 
months for farmers in the Dakotas, for steel mill laborers in 
Ohio, for oil fields workers in Texas, and for housewives in 
New Hampshire, all to come to understand the issues. 

American public opinion, like a stream, starts with a few 
trickles, but it finally ends as a mighty river that rolls along 
in a torrent that cannot be stopped. One needs only to recollect 
the rapidity and decisiveness with which prohibition was finally 
repealed, once the American public had made up its mind, to 
realize that fact. Even many of our wisest politicians com- 
pletely underestimated and miscalculated the extent and 
rapidity with which public opinion, beneath the surface, was 
changing on the prohibition issue. 

As a newspaper man who has lived all his life in the Middle 
West—in Des Moines and Minneapolis—I have been interested 
over the years to see how impatient my good friends on the 
Atlantic seaboard have been over what they regarded as the 
lag of public opinion in the hinterland. There is and always 
will be a time lag, I suppose, due to our geographical separa- 
tion. That time lag is not always from the East to the West. 
Sometimes it is the other way. Many of us in the Middle 
Western farm states were impatient toward some of you East- 
erners in the 1920’s when we felt you were slow in grasping 
the seriousness and the gravity of the ultimate economic con- 
sequences of our then farm problem. 

While I share the view that our American public has not 
yet begun to appreciate the real gravity of the present inter- 
national situation, and does not yet understand what it would 
mean to the United States if Hitler should conquer Britain, at 
the same time I do believe that gradually an informed public 
opinion is beginning to crystallize. 

In September 1939, when Germany invaded Poland, the 
prevailing view in the interior of the United States was that 
this was “ just another European war ’’—a “ foreign war ”’ that 
did not concern us. 
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The American public had been completely disillusioned about 
our participation in the first World War. They had felt that 
they were fighting to make the world safe for democracy ; and, 
although they won the war, they had not achieved their goal. 

The tragedy of the first World War was, in my opinion, the 
fact that the public did not sufficiently and thoroughly under- 
stand that to make the fruits of victory secure, it was necessary 
for the United States, as the strongest nation on the globe, 
permanently to assume international obligations and help patrol 
and insure the continued peace of the world. 

It would be an even more terrible tragedy, I believe, for the 
United States to enter this war as a combatant until and unless 
the American public has come clearly to realize that just help- 
ing to destroy Hitlerism is of itself not enough. After Hitler- 
ism is crushed, America must, in its own enlightened self- 
interest as the most powerful nation in the world, go ahead 
and exert its full influence to help shape the course of the 
world, molding it, not along past imperialistic lines of human 
exploitation, but in the pattern of freer self-government, wider 
trade areas, and a more secure existence for all the peoples 
everywhere. The possibility that the United States might 
enter this war, and might then when victory is won crawl back 
into a shell of ignorant, narrow isolationism, is something that 
must be avoided at all costs. 

If we do what we did following the first World War, the 
fruits of victory will again turn to ashes. 

If, on the other hand, we courageously and intelligently 
resolve to play our part in organizing the world for peace, we 
need have no fear that the British will not go along with us. 
The British would, I believe, willingly recognize us as the 
majority and controlling stockholder in the firm. 

If every American leader would follow Wendell Willkie’s 
example, and whenever urging aid for Britain also drive home 
the inescapable fact that post-war world organization for peace 
and enlarged international trade is essential to make any victory 
lasting, our public opinion would become steadily better 
informed. 

If President Roosevelt, with the broad and appealing brush 
strokes with which he is a master artist, would repeatedly paint 
the picture of the type of world that must be created after 


[359] 


104 AMERICA FACES THE FUTURE [VoL. XIX 


Hitlerism is destroyed, the country would finally come to 
realize what it must realize if we are to succeed in gathering 
all of the fruits of our past and future efforts to help Great 
Britain. 

Of course the primary thing, the foundation stone, is Hitler’s 
defeat, and that is going to be a tremendous job. 

But even though the United States should mot go in as a 
fighting combatant, I still regard it as entirely possible that 
Great Britain alone, with our material help, will defeat 
Germany. No one who has been to England and seen the 
superb morale of the British under fire can believe for a 
moment that they will ever agree to a negotiated, compromise 
peace. The British will either win a glorious victory and 
maintain inviolate the freedoms they love, or they will be 
crushed into semislavery. The result will not be a draw. 

No one who has seen Coventry, or Birmingham, or Bristol, 
or Manchester, or Liverpool, or London itself—no one who has 
seen the frightful destruction and suffering caused by the 
blitz-bombing, and then has seen the quiet resolution, the lion- 
hearted determination of all of the British people, a determina- 
tion to fight through to ultimate victory regardless of the 
suffering and bloodshed—no one who has been to England 
believes the British are anywhere nearly beaten yet. 

Everyone who has recently been to Britain, moreover, knows 
that British industrial production of war materials is steadily 
growing; and that except for the extremely serious shipping 
situation, Britain is getting relatively stronger in comparison 
with Germany all of the time. 

British manufacture of planes, for example, has been ex- 
panding at a superb rate. With what America can deliver, 
Britain should attain air equality with Germany by September. 
Then, if American airplane factories produce what we should 
be able to produce, Britain should have definite superiority 
in the air by a year from now. 

If the British should get air superiority, the whole course 
of the war would probably speedily be changed. Because of 
the lack of bombing planes, up until a couple of months ago 
the British had carried out only one-fifth as much bombing as 
the Germans. And four fifths of all the bombing done by 
the R.A.F. had been directed at the channel ports where the 
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Nazis were organizing for their invasion attempt. In other 
words, until February, Germany proper had received only one- 
twenty-fifth as many bombings from the British as the British 
had undergone at the hands of the Luftwaffe. 

If within six months the British attain air equality and an 
adequate number of long-range American bombers, the Nazis 
are going to receive a taste of their own medicine that will be 
many times as bitter as anything they have had heretofore. 
When that happens, the German people may begin to conclude 
that Herr Hitler’s schemes for world domination are not quite 
as attractive and easy of attainment as some at first thought. 

Then, when the British have acquired superiority in the 
air, it is entirely possible that they can make quick invasion 
thrusts, into Norway, for example, landing relatively small 
groups of highly equipped men. Once the people on the 
Continent realize that a Nazi victory is far from certain, there 
will be trouble throughout the occupied nations. 

With real air superiority by the spring of 1942, the British 
may be able to fly machine guns and light tanks into one 
occupied area after another, and outfit small groups of patriots 
who are becoming increasingly anxious to renew the fight 
against the Nazi rulers who are making them slaves. 

If and when the British get real air superiority, and can 
begin to carry the war to the Continent, not with huge expe- 
ditionary forces, but with relatively small numbers of highly 
mobile and well-equipped men, supported by real air power, 
the psychological effects upon Nazism may be even more pro- 
found than the military effects. 

Once the Germans begin to contract their extended lines of 
transportation, once the Germans commence to withdraw even 
from relatively unimportant regions which they have formerly 
held, the crusading determination to liberate other occupied 
areas will flame in patriots’ hearts everywhere. It is thus 
entirely possible, I believe, that with our material help, but 
without any American Expeditionary Force in the first World 
War sense, Great Britain alone might eventually be able to 
defeat Germany. 

But this picture of possible British victory will be conceivable 
only if the United States really gives material aid to Britain 
in quantities and at a speed that stagger one’s imagination. 
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This picture of British victory is also possible only if Britain’s 
life line to America is not cut. Ships are the crucial thing 
now—ships and more ships, and still more ships. The United 
Kingdom must not be strangled to death. 

Whether or not the United States should at this moment 
begin using its Navy to convoy merchant ships to Britain, so 
that we actually deliver the weapons our factories are turning 
out, is a question I am not competent to answer. Only one 
who has access to all the inner secrets of domestic and inter- 
national information is, in my opinion, qualified to express a 
positive view. 

Possibly, because of the situation in the Pacific, it is at the 
moment inadvisable to have part of our fleet used to convoy 
to Britain. Possibly we could turn forty or fifty more American 
destroyers over to Britain to augment her forces that are com- 
bating Nazi submarines, raiders and bombers in the Atlantic. 
Possibly we could convoy merchant ships as far as the waters 
off Greenland, or have our Navy patrol the route between 
Greenland and the United States, declaring it neutral water 
where no German or Italian ship or plane could penetrate 
except at the risk of being sunk or shot down. 

No one but the President has access to all the complicated 
and technical facts; and, whatever he decides, pro or con, 
should—and I believe will—be accepted by the people of 
America. 

In trying to push the President to do this or that, we should 
not forget that America is a democracy ; and that, although our 
elected representatives have power to do things which may be 
in conflict with the wishes of the majority of the people, still 
in the long run it is frequently wiser to wait for public opinion 
to crystallize, thus creating a united national support, rather 
than to get too far ahead of that public opinion. 

Even if one believes that by acting speedily and decisively, 
our national interest would be advantaged, nevertheless if the 
people prefer to do it another way, even if one believes that it 
will be the harder way, the way likely in the long run to 
mean more eventual suffering and bloodshed and heartaches, 
still, in a democratic nation, who should say that the people's 
will should not prevail, particularly if one believes that the 
people’s eventual conclusions will be right? 
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But our national leaders have a clear responsibility to tell 
the people with complete and unvarnished frankness what they 
believe the facts to be. If they feel that war is closing in on 
us and we should act, and act fast, they should say so. 

As for my own views, I believe that if Hitler should crush 
Britain, the United States would face incomparably the gravest 
situation in its history, even if we were not immediately con- 
fronted by the Axis Powers with open war. 

Realizing that Hitler’s pledges are worthless, regardless of 
what he might say or promise, we would without question con- 
vert the two Americas into an armed camp ready to be attacked 
any time. This would mean that we would have enormous, 
permanent expenditures for the construction and maintenance 
of a two-ocean American Navy, one large enough to protect 
us, not only from the combined fleets of Germany, Italy and 
Japan, but one larger than anything that the Axis Powers 
with all the shipyards of Europe and Asia at their disposal 
could construct. We would also have to build and permanently 
maintain at tremendous expense an army and air force suffi- 
ciently large to protect the two Americas against the combined 
Axis Powers. If one believes, as I do, that the United States 
cannot continue for many years longer to spend far more 
money than the government collects in taxes, then one must 
agree that, to provide for such a huge permanent military 
expenditure, possibly a third and conceivably half of our total 
national income would have to go into taxes. At the same 
time, with the Axis Powers in control of three fourths of the 
world, American export markets would largely disappear. 

Much of South America’s economy is geared to Europe’s. 
Countries such as the Argentine and Uruguay, whose principal 
products are wheat and meat, could not possibly be sustained 
by the United States on a normal business basis because we 
have an exportable surplus of the same items that they have. 
Either the United States would have permanently to subsidize 
those countries through purchasing their products and storing 
or destroying or giving them away, or economic pressure would 
compel those nations to go into the Axis orbit, if Hitler should 
win in Europe. 

With the United States forced for the indefinite future to 
make literally staggering and permanently continuing naval 
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and military expenditures, and then to pay for them out of 
such greatly increased taxes that the tax burden alone would 
tend to strangle the functioning of our economic system, and 
with the simultaneous loss of much of our foreign trade, prob- 
ably the United States would go into an economic nose dive 
that would make 1932 and 1933 look like boom years. Certainly 
our entire economy would have to be drastically regimented. 

I think it is questionable whether the social fabric of the 
United States could stand up under such a drastic deflation of 
our living standards, wholly apart from the psychological 
danger to our ideology of seeing the democratic way of life 
shrinking everywhere while the totalitarian concept of govern- 
ment swept steadily onward. 

The implications of an Axis victory are so frightfully bad, 
for us right here in the United States as well as for the occupied 
nations of Europe, that Hitler must not be allowed to prevail, 
and we must give Britain such help as will make a German 
victory impossible. A Nazi wave of the future would be the 
equivalent of plunging the world back into the semislavery of 
the Dark Ages. 

Every month the American people are beginning to under- 
stand these facts better. Every month the American people 
are more clearly realizing that we must multiply and speed up 
our aid to Britain so that ultimately Hitlerism can be com- 
pletely destroyed. 

It is late, extremely late, but in my opinion it is by no means 
too late. I believe that with American help, Britain is going 
to prevail. (Applause) 
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REMARKS BY THE CHAIRMAN 


CHAIRMAN FRASER: Mr. Cowles, you have expressed in very direct, 
unaffected and sincere terms your views and your conclusions, and in 
doing so you have brought down to earth a great many of the ab- 
stract and humanitarian phrases which are used about the present 
situation. It is not a question of helping Britain; it is a question 
of defending the United States. (Applause) 

When you said a moment ago that one of your great conclusions on 
your trip abroad was the determination and the resolution and the 
courage of the British people, you reéchoed once again what we hear 
from every side, and that is the spirit which is going to win the war. 

When you said that we had better get ready for something worse, 
then you were talking business. I think everyone in this room must 
get steeled for something worse. I think you may as well take it 
for granted that the Mediterranean is going to be a closed lake, and 
when northern Africa is in German hands and Gibraltar stands alone 
in its majesty, Great Britain isn’t beaten yet. That isn’t where the 
decisive fight is going to be. They are just warming up. 

I think, sir, that you said a very sage thing when you intimated 
that perhaps there was just a little too much emphasis on Latin 
American relations instead of Anglo-Saxon relations. 

Now I am going to introduce somebody else. I cannot do it with- 
out becoming just a little bit personal, because the fellow I am going 
to present gives that sort of reaction to every human being he meets— 
of both sexes. 

He was born in Denmark. Most of us learned about Denmark 
from Hamlet. He was one of ten children, and he wanted to go to 
sea. His father said to him, “I don’t want you to go to sea. Two 
of your brothers were drowned at sea. I would rather have you go in 
the army. At least you will die on land.” 

Well, Knudsen—you can forget the “ K”, and take that from me 
because I got it from him—went up and wanted to join the army 
when he was twenty years old. They said to him—now, you won’t 
believe this in two minutes when he gets up—‘ You are too thin. 
We won’t take you in the army.” So he did what he thought for the 
moment was the next best thing; he came to the United States. 
When I read in the paper the other day that there was some uncer- 
tainty as to whether Greenland belonged to Denmark or the United 
States, I said, “ At least we are sure about Knudsen, he belongs to 
the United States.” (Applause) 


[365] 


_ 
| 

| 


110 AMERICA FACES THE FUTURE [VoLt. XIX 


He came up the hard way. He did not have any of the advantages 
of many of the members of the Academy, but he became successively 
manager and president of the Chevrolet Motor Car Company. Then 
that great productive enterprise said: “ That isn’t good enough for 
Knudsen. He has to be president of the General Motors Corpora- 
tion.” And after he had been president of that a few years, they 
said: “‘ That isn’t good enough for Knudsen. He might have been 
a sailor, and if he hadn’t been so thin, he might have joined the 
army, but now we will make him a general, general of production in 
the United States.” 

When he was president of General Motors Corporation, he used 
to make reports about production; he told his directors and stock- 
holders about production. Tonight, this is a very small meeting of 
stockholders of the United States, and we would like to hear from 
General Knudsen something about the production for the great enter- 
prise which lies ahead. 


(The audience arose and applauded) 
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DEFENSE PROBLEMS AT HOME AND ABROAD 


WILLIAM S. KNUDSEN 
Director General, Office of Production Management 


APPRECIATE the honor of addressing the Academy of 

| Political Science on the subject of our defense problems. 
My talk will deal entirely with the defense problems at 
home, as I have but secondhand knowledge of conditions abroad. 
Our program was launched last year under the heading of the 
Advisory Commission to the Council of National Defense. 
The Commission had seven members; and I was given charge 
of the Production Section, the function of which was to advise 
with the Army and Navy in placing their munitions program. 
We, the Commission, had no authority to make contracts and 
even now after the reorganization in January, which I shall 
deal with later, we have no authority to make contracts. The 
contracting powers are by congressional action vested in the 
heads of the services, namely, the Secretary of War and the 
Secretary of the Navy. The first step was to try to obtain a 
program which would specify the number of pieces and the 
items to be submitted to Congress for appropriations of funds. 
This finally sifted itself down, in the main, to complete 
equipment for 1,200,000 men and heavy equipment, ordnance 
and aircraft for 800,000 additional, the funds for which were 
granted on September 9. In the interim negotiations were 
started with the manufacturers so that when funds were 
granted, contracts could be executed promptly. Power ingre- 
dients, airplanes and motors, tanks, ships and machine guns 
were the most important items on the list; and manufacturers 
of these critical items were prompt in codperating with us. 
The immediate difficulties were the profit limitation of the 
Vinson-Trammel Act and the apparently inflexible depreciation 
rates allowed by the Treasury. However, with the help of the 
White House these difficulties were removed. The Vinson- 
Trammel Act was suspended, and a five-year amortization 
plant contract was approved. In addition a regulation was 
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passed making a government contract bankable, which proved 
of great benefit to smaller manufacturers, enabling them to bid 
on government contracts. This cleared the decks for action as 
soon as authority for funds was received; and one more feature 
was instituted by the services, namely, the letter of intent, 
which was really based on the so-called British letter of 
command, authorizing the contractor to go ahead with his 
plant facilities while the contract was being negotiated and 
signed. It is only fair to state that with manufacturers who 
had no previous contract connections with the government, 
there was a great deal of apprehension as to what they might 
be in for if they operated under government contract regula- 
tions. Some of the legal objections that were raised were 
almost funny—this, of course, being due to the pre-election 
publicity play as to what government might do to business. 
With people who had dealt with the government before, there 
was no trouble; it simply increased by many fold the contract 
sizes. The matter however straightened out all around, and 
we have been able to place over 12,500 million dollars’ worth 
of contracts to date, which includes slightly over 1,500 millions 
of government plant investment and 750 million dollars’ worth 
of camps and cantonments. 

Hardly had the early contracts been placed before a demand 
arose for the placing of more contracts in the Middle Western 
states; and we were confronted with a map drawn by the Gen- 
eral Staff establishing a 200- to 300-mile boundary throughout 
the United States, inside of which all new plant facilities had 
to be placed. This of course could not apply where we had 
to expand existing facilities for ships and aircraft, which had 
been established on or close to seaboards, but it was followed 
where new unit plants were established and will be followed 
where more unit plants are established. The contract totals 
being published by the War and Navy Departments imme- 
diately brought the charge that big companies were given 
preference and the load not evenly distributed to the states. 
This was partly true. In the interest of speed, we had to advise 
that contracts be given to people who could furnish the quick- 
est result; and prime contracts for aircraft and ships were the 
high amount contracts. We depended on the later programs 
which we knew were sure to follow, for contract amounts with 
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which to handle the “spread the work” program. We had 
that in mind from the start but it had to be rounded up in 
order to estimate how much could be handled on this basis. 
We knew also that the early prime contractors would follow 
our suggestions and subcontract as much as possible with firms 
located within the preferred area. So by and large we were 
able to convince the people in the Middle West that we were 
not married to any particular locality, but were doing the best 
we knew how to distribute the work where we could get the 
quickest and best result. 

This program of 12% billion dollars, plus the British orders 
still on the books, plus the amount required under the lend- 
lease bill recently passed, will total in man-hours something 
like 28 billion, and this amount of work should be done if 
possible in twenty-seven months. 

This is the biggest job ever undertaken by any country in 
that length of time, and it will require the maximum codpera- 
tive effort of every man and woman in the United States to 
get it done on time. We have done a lot of plant construction 
in the last eight months, and we will have to do a great deal 
more, particularly on explosives; but the main job of metal 
working in this added program will and must be to find exist- 
ing factories where by piecing out, or “ farming out ”’ so called, 
we can use tools we now have to do machine and assembling 
work, for we just do not have time to build new factories and 
get more tools. You might be interested to know that during 
the last seven months we have actually started, and more than 
60 per cent completed, 784 new factories. All these plants 
will be in operation within the next four to six months. They 
cover everything from gunpowder to airplanes, and are only a 
small percentage of what is in work today. Many private facili- 
ties employed by thousands of contractors are actually at work 
producing shells and guns and motors and small arms ammu- 
nition. All the existing shipyards have been expanded and 
seven new ones started. Ships and planes and guns—there is 
the story in a nutshell. We must have more and still more. 
Every machine shop and foundry in the United States which 
can make even a piece of something must be enlisted for the 
duration. 
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Everybody knows that America is the greatest mass pro- 
ducer in the world. Not everybody knows that mass produc. 
tion inevitably takes time to get started. 

We are mass producers of peace-time products, and it is a 
big shift to defense materials. It required many new plants, 
hundreds of millions of dollars of machine tools, and complete 
retooling in nearly every case. 

It naturally takes time to organize an effort of this kind, 
First, we get the general contractor, the man who takes the 
order from the government, to subcontract all he can from the 
people he knows. Next, we are tabulating every community, 
or rather taking an inventory of the shops and equipment in 
every community, with the help of state and local manufac- 
turers associations, to spot every place where equipment is idle 
and useful. This information is transmitted to the government 
contractors, so as to make it possible to spread their work still 
more and get the widest possible distribution of the man-hour 
load I mentioned previously. Naturally, there is going to be 
a tremendous amount of education required to get the drawings 
and engineering data spread around, and the proper under- 
standing by the subcontractors and their men of the require- 
ments and limits on government work. It could not be done 
from a central office, but working through the general con- 
tractors and making the idle talent available to them will make 
the job a success, providing we have real codperation from 
everybody. In order to help this part of the program an 
organization has been created with offices in more than thirty 
cities to bring contractors and subcontractors together. We 
call this the Contract Service Department, its offices are located 
in the Federal Reserve buildings; the managerial talent is 
furnished by volunteer business men of high standing and is 
showing excellent results. I attended only yesterday in Boston 
a meeting of 750 business men, all willing to help in any way 
they could to locate facilities or man power for the defense 
program. 

To go back to our Washington organization. In January 
of this year the President merged the Production, Material, 
Purchasing, Priorities, and Labor Divisions of the Advisory 
Commission into the Office of Production Management, con- 
trolled by a board consisting of the Secretaries of War and 
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the Navy, Mr. Hillman and myself. The Board has broader 
powers than the Commission had and can in case of delay in 
the program step in with priorities or even with the authority 
of the Selective Service Act, in order to provide speed when it 
is not forthcoming. 

The object of the Office of Production Management, how- 
ever, is purely to help break bottlenecks where they occur. It 
hopes for the maximum codperation from industry and labor 
with the minimum of mandatory orders. It hopes to impress 
upon the public of the United States that the defense job is the 
nation’s number one job, and that every citizen of the United 
States must help to bring this job through to a successful com- 
pletion. 

We can say now after ten months of work that the initial 
tooling has progressed to this point—within ninety days it will 
be completed. We are beginning to get production on most 
items and will be past the initial stage by August. The can- 
tonments are practically finished, the ordinary equipment for 
the men has been furnished, and we can now push with all our 
energy on the four main items: planes, ships, tanks and guns. 

Coming to what your program calls the problems of defense 
at home, we find them the same as you would have in a com- 
mercial operation, namely, plant, material, labor and tools. In 
plant facilities our biggest job has been to provide floor space 
and yard space for planes, motors and ships. The nature of 
the work requires lots of floor space and shipways which must 
be built before the operation can really function. Fortunately 
we had something to start with in both instances—the airplane 
and motor factories under the impetus of the British and 
French orders in early 1939 had already begun expansions of 
their own to which we could tie on. The shipbuilding facili- 
ties, because of the speed with which the Navy program was 
launched, were also partly under way and could be added to. 
In addition seven other yards were started. By and large, the 
plant part of the program, after the amortization question was 
straightened out, was merely a matter of square feet; and the 
building contractors did splendid work. On the explosive and 
ordnance plants there were some initial delays, due to conflict 
of authority, but these also have been straightened out, and 
several plants will come into production during the next ninety 
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days. Where plant additions were required, they were put 
up in record time. One airplane plant of a million square 
feet was put up in four and a half months, which was surely 
a record. On materials, we have begun to put the pinch on 
non-ferrous metals such as zinc, nickel, aluminum, tungsten 
and magnesium. There is no shortage of steel in bulk, but 
certain items of steel are on the critical list and must be allo. 
cated. The requirement figures have been changed several 
times due to changes in specifications. We have no particular 
trouble getting action from the manufacturers. There is every 
disposition to help when we ask for it. I feel, though, that 
as we get more work in process the problem of allocation is 
going to get bigger and tougher, and all is not going to be 
smooth sailing. You can prepare yourself for all sorts of com- 
plaints on this or that or the other thing, but you can take this 
for granted as the O.P.M. policy—we will try to go about this 
as intelligently as we know how, but if there is any doubt, the 
defense job is going to get the benefit of the doubt. On 
materials required from foreign sources, stock piles are main- 
tained and unless something unforeseen happens we are taken 
care of for a year. On domestic material where there is any 
doubt at all as to overall capacity we are increasing capacity 
right now. 

Concerning labor, there are two problems: one is the stop- 
page problem and the other is the claim of labor for represen- 
tation with management. 

Of the stoppages or strikes—to call them by their real 
name—we have had sort of an epidemic in the last two months. 
Since the President appointed the Mediation Board, strikes 
have declined somewhat, and we all hope that the Board will 
be successful in settling strikes or at least in getting the men 
to consent to work while the dispute is being analyzed. Strikes 
fall into three classes: jurisdictional, strikes for organization 
purposes, and strikes on account of wages and of working 
conditions. 

The jurisdictional strike is plainly stupid. If work were 
short there might be some reason for it, but when work is 
plentiful as now, it is perfectly absurd that two locals, gener- 
ally of the same union, should stop work to argue about who 
does what. This should be squarely up to the union leaders to 
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settle promptly without stoppage. Another matter which came 
disagreeably to the surface was the exorbitant initiation fees 
which some locals imposed without rhyme or reason. I feel 
that this part of the problem will be handled, in fact I have 
assurances from the highest union leaders to that effect. 

The organization strike makes a nasty problem. I am very 
unhappy to make the statement that there is no doubt whatever 
that the biggest blame for organization strikes lies with some 
of the more radical local unions for taking advantage of the 
defense program in trying to get a fundamental advantage in 
their contracts, such as closed shop, union shops, or the like. 
Also it can be definitely stated that strikes have been pulled 
without waiting for labor board action or representation, with 
the result that the collective bargaining procedure, which 
should be had in an orderly way, develops into a dogfight with 
neither side being willing to codperate. The situation in March 
reached the point where many of the strikes were purely outlaw 
strikes for something not allowed in the contract—merely an 
attempt by the local to get something. The outstanding ex- 
ample was the aluminum strike in November at Kensington 
where 7,000 men were idle one week because one man would 
not join their union. 

Strikes for wages and working conditions can generally be 
handled by compromises, although I am somewhat disturbed 
by recent assertions that the local scale, even when the highest, 
means nothing and that the company’s ability to pay ought to 
be the deciding factor. Furthermore, the growing demand for 
higher overtime premiums will have a damaging effect on the 
cost of the defense program. I have recently received letters 
in support of double-time for all overtime, for which there 
seems to be no valid reason. It would be purely a cost in- 
crease item. 

Naturally we occasionally find a manufacturer who does not 
realize that the National Labor Relations Act is in existence; 
but the main trouble is that someone tries to take advantage 
of the defense program to further his own ends. I repeat that 
this is criminal—almost like men fighting over who shall hold 
the hose when the house is on fire. When I think of the people 
abroad hoping for help from the United States to save a piece 
of roof over their heads, it makes me blush to think that we 
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over here bicker about silly, small differences which seldom, 
even after they are settled, mean any gain to anybody. When 
I realize that the hours lost might produce engines and bomb. 
ers, guns or tanks, or ships, then I hope for guidance—even 
divine guidance—to set some sense into all of our heads and to 
realize that this thing must stop. 

On the question of management participation by labor, I am 
quite convinced that such attempts are premature. There is 
abundant evidence that labor is having plenty of trouble man- 
aging its own affairs; and what it can contribute at the moment 
is generally confined to the relationship between profits and 
wages. Inasmuch as labor usually is unwilling to take any 
financial responsibility, and almost without exception tries to 
impose the maximum wage scale even if the company is oper- 
ating in the red, I do not see how labor is ready to contribute 
anything to the function of management, at least so long as 
the slow-down and strikes are an accepted part of labor’s 
policy. 

On the question of tools, I find that as a whole the machine 
tool industry in the United States has done a splendid job. 
Production of machine tools in 1941 will be 3% times what it 
was in 1939. All plants are working three shifts or overtime. 
Expansion has been made, where possible; and although the 
demand in 1942 and 1943 probably will be still greater, I feel 
that the machine tool industry will carry the load and meet the 
demands either in their own shops or by subcontracting. What 
they have accomplished to date is simply superb and shows 
what codperation within one industry can accomplish. 

I have given you now a sort of a bird’s-eye-view of the purely 
business problems in connection with the defense program here. 
We are under way. We are not at all satisfied. We could 
never allow ourselves to be. We find in manufacturers who 
have contracts every sign that they are doing their very best 
to speed the program. We find that manufacturers who have 
not yet received contracts are perfectly willing to take on any 
work which can be assigned to them. We find an increasing 
interest on the part of the rank and file of labor to push the 
program even to the extent where a recent strike vote con- 
tained a provision that the strike if called would be confined 
to non-defense workers, a proposition more ideal than practical. 
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We find an ever-increasing interest in subcontract work by 
small manufacturers. The work is started, the motor is turn- 
ing over, but we are not yet turning up the revolutions which 
are necessary for the all-out effort. The way to get this accom- 
plished is through pressure of public opinion. Do we really 
want to defend ourselves? The answer, as I know it, is Yes. 
Do we want to help the people abroad who are fighting for 
their liberty and their homes? I feel the answer is Yes. Do 
we disapprove of the new 1940 model warfare which deposits 
the war on the doorstep of women and children under the guise 
of destroying military objectives not in the immediate vicinity ? 
I think the answer is Yes. Do we feel that this country of ours 
is worth preserving and defending against any aggression by 
anybody? I feel the answer is Yes. 

Then if this is the case we must be willing to give our all in 
the effort to retain the standard of living we have established 
here, which is the envy of the rest of the world, even if we have 
to sacrifice for a period anything that will help us preserve 
the security and independence of our United States in the 
world picture. I say that we should all think and plan and 
help the defense program get our fighting forces equipped and 
get our shores adequately protected to meet any emergency 
which might arise. 


REMARKS BY THE CHAIRMAN 


CHAIRMAN FRASER: You see now what I meant when I said that 
I was just going to introduce a man. (Applause) He is made out 
of granite. They will let him in the army now. He has courage 
and simplicity. To him it is just a “ job” and an “ outfit” he is 
talking about. It is a tough job. He has faced a lot of tough jobs 
and handled them. He is going to handle this job. He did ask for 
codperation, and he suggested—with a courage which many others 
do not evince—that perhaps labor has got to codperate as well as 
everybody else. (Applause) I could say a lot about that, but I 
declare this outfit adjourned. 
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